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PRICE TWENTY-FIVE CENTS 





@ Fewer losses ... lower cost! That’s the story 
of Mill Mutual’s economical protection through 


constant fire-prevention work. 
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UTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co...............+2ee0008 Harrisburg, Pa. 
Millers Mutual Fire Insurance Co.................+26- Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co............... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association...................- Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co............. Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co.............. Kansas City, Mo. 
National Retailers Mutual Insurance Co................045: Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co............... Lansing, Mich. 


Mill Owners Mutual Fire Imsurance Co.................. Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
100 W. Madison St., Chicago, Ill. 





A service organization maintained by the Mill Mutuals. 
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SEEING IS, 4 


PROPER LIGHTING has an important bearing on the frequency of Industrial Accidents 
and production volume. Unbiased studies covering many types of industrial operations 
by Michigan Mutual Safety Engineers indicate that relieving eye strain increases general 
productive capacity, in addition to reducing accident ratios. ¢ These studies are among 
the many made by the Company’s Safety Division that have proven valuable not only in 
reducing insurance costs, but have also resulted in furthering the general efficiency of 
employes of Workmen’s Compensation policyholders. ¢ Seeing Is Believing—a request 
will bring you full details on how Michigan Mutual’s helpful Safety cooperation has 


. € ° 
reduced insurance costs more than 35% for some employers. 


LITY COMPANY 


-_ General Casualty Lines 
‘articipating ¢ Founded in 1912 
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Lusactaled- 
LUMBER MUTUAL 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 














INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 





Gale & Stone, Boston Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 


Agency Co., Mansfield, Ohio, Pittsburgh, Penna. —— Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mer., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc.. 


Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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THIS MONTH 


\/é are pleased by compliments, of 


course, and occasionally some- 
one really does say a kind word about 
this Journal. Just yesterday a man 


whose opinion is highly respected gave 
us a nod of recognition because we do 


not have a ''stuffed shirt attitude to- 
ward controversial questions.'' Maybe 
we don't deserve much credit, for after 
all it is journalistic suicide to be self- 
opinionated, yet the remark inspires us 
anew to go on with presenting both 
sides of important matters in dispute. 
Take for instance Senator O'Mahoney 
in his defense of the T.N.E.C. Not 
many papers paid much attention to 
his speech before the Insurance Sec- 
tion of the American Bar Association 
Convention. We are printing large ex- 
cerpts from it, because it at least gives 
a background for the argument pre- 
sented by Superintendent Pink and 
J. Reuben Clark. We recommend that 
readers study all three statements. 
Most of the remainder of the present 
Journal consists of reporting various 
meetings and events. When the con- 
vention season is over we hope to get 
back to the policy of publishing educa- 
tional articles along with news. 


NEXT MONTH 


N line with what was said above we 
| are negotiating for some special 
manuscripts, and as a bit of spice there 
is another "Bunk of the Month" abrew- 
ing; probably also something in ad- 
vance about the Commissioners’ Con- 
vention in December. 















































REUBEN WILLIAMS 


Casualty Insurance Commissioner 
State of Texas 


i iden new Casualty Commissioner of Texas comes from the legal ranks and 

has had a wide contact with official procedures as secretary to Governor 
O'Daniel. Although in the early thirties his experience in administrative work 
promises that the Casualty Department of his state will be well and efficiently 


managed. 
































EDITORIALLY 
WE SAY «««« 


ORE than once in the past this department, in 
M. comments upon the ubiquitous topic of compe- 

tition, has taken note of the uniformly cynical 
attitude which seems to have been adopted as a matter 
of policy by stock fire and casualty insurance company 
management in its dealings with the agents who con- 
stitute virtually the sole contact of stock insurance with 
the public. 


This note of cynicism has been especially marked in 
the suggestions and recommendations which the compa- 
nies have made to local agents who were seeking meth- 
ods of meeting mutual competition. One weapon handed 
to the producers has been distorted legal decisions so 
casily refuted that they were worse than useless, a prac- 
tice the condonation of which must have made the high- 
priced members of home office legal staffs spin around 
in their swivel chairs. Another has been the exertion of 
pressure through so-called reciprocity campaigns, in the 
face of the knowledge possessed by every major stock 
insurance executive that insurance history demonstrates 
conclusively that the public will not be coerced. A third 
has been the questioning of the Americanism of the en- 
tirely American mutual insurance carriers in organized 
propaganda campaigns, which cynically were being 
financed in part by the United States managers of alien 
insurance companies. 


From the beginning it has been obvious to any realistic 
observer that such maneuvers had no chance of achiev- 
ing their purpose, which was the sale of more stock 
insurance. It was equally obvious that the stock insur- 
ance companies were fighting a rear-guard action against 
the advance of mutual insurance and that, like the high 
command of an army anxious that retreat be not turned 
into rout, they were resorting to all manner of desperate 
expedients in an effort to inspire the producers in the 
ranks to hold every inch of ground as long as possible 

in order that new lines might be formed behind them. 
This department has long believed that, when the new 
lines were formed, many a local agent who had been 
naive enough to follow trustfully such company recom- 
mendations would find himself merely another casualty 
lying face down in a mud puddle in the front-line 
trenches. 


Signs abound today that the time for the setting up 
of new lines of defense against mutual insurance is close 
at hand. And developments indicate that the making of 
a new stand by the stock fire and casualty insurance 
companies will be at the expense of a number of the 
stock agents who have been attempting to snipe at 
mutual insurance with wooden guns. 


The new battle plan against mutual insurance evi- 
dently is to be based upon a discrimination in rates as 
hetween the large insurance risk and the small one. 
Stock insurance spokesmen upon several recent occa- 
sions have pointed out that a disproportionately large 
number of large risks in the casualty insurance field are 
being written in mutual companies, while the stock com 
panies must content themselves with the large number 
of smaller risks. Some method of cutting the expense 
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portion of the casualty premium upon the large risk is 
sought, with the thought that this will permit the stock 
companies to come closer to mutual insurance cost—a 
move that necessarily will involve a reduction in the 
agent’s rate of commission. Presumably this would be 
balanced to some extent by doing nothing for the small 
risk, upon which mutual competition is held to be less 
keen, and by making no reduction in the lines—such as 
fidelity and surety—in which mutual premium volume 
is small. 

The outlines of the new strategy do not seem to have 
been revealed as yet in the form of a single statement ; 
discerning them has been largely a matter of watching 
for straws in the wind, and attempting to fit them into 
a logical pattern. But the wind, of late, has been suffi- 
ciently full of straws to make these outlines plain. 

At the most recent meeting of the National Associa- 
tion of Insurance Agents there was on hand a repre- 
sentative of the National Bureau of Casualty and Surety 
Underwriters—general manager William [eslie—to 
urge that the assembled agents give serious thought to 
the matter of accepting graded commissions upon casu- 
alty risks, which means that a smaller rate of commis- 
sion would be paid upon the larger casualty risk in 
order to permit its writing in stock rather than mutual 
companies. It was inferred that at present commission 
rate levels the stock casualty carriers cannot compete 
with the mutuals. 





NOTHER side of the picture is found in an ad- 

dress delivered at the 1940 “insurance school” 
sponsored by the Virginia Association of Insurance 
Agents by H. P. Stellwagen, vice-president of the In- 
demnity Insurance Company of North America. He 
first admitted frankly that stock casualty insurance is 
losing ground, stating: 

“The relative premium position of the two types of 
carriers (mutual and stock) is obviously a matter of 
concern to the proponents of stock insurance, but we 
have done very little of a constructive nature in recent 
years to alter it. Instead we have contented ourselves 
with sharp criticism of our mutual competitors and, 
without intending to do so, we have conveyed the im- 
pression that those individuals and business firms which 
insure in mutual companies are subject to the same 
criticism. Criticism directed at the mutual companies 
may be entirely justified but we only injure ourselves 
when we blame the public for expressing preference for 
one form of insurance over another. At any rate, the 
course which we have pursued in recent years has failed 
to halt the progress of mutual companies, particularly 
with the larger risks, and the thought persists that it 
might be more useful to examine our own affairs in an 
effort to see why so much of this business, which we 
ought to have, is being attracted elsewhere.” Later, in 
discussing graduated expense ratios (which includes 
agents’ commissions), he asserted: “It may even de- 
velop that some special treatment will have to be given 
the smallest risks so that they yield their fair share of 
expense dollars, so as to make possible more equitable 
treatment for the large risks.” 


(Continued on next page) 


STOCK INSURANCE MAPS 
YET ANOTHER CAMPAIGN 
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In the fire insurance field the clear- 
est indication of the growing willing- 
ness of the stock carriers to discrimi- 
nate in favor of the large risk is the 
recent action of the Stock Company 
Association in agreeing to pay a re- 
bate or commission of 25% of pre- 
miums to the Home Owners Loan 
Corporation, as a consideration for 
being given the entire business upon 
the many dwelling risks over the in- 
surance of which the Corporation 
excercises control. Because the pay- 
ment was disguised as remuneration 
for services rendered by the Corpo- 
ration in inspection work it is ex- 
pected to open the door to similar 
future discrimination in favor of any 
large insurer which can exert com- 
parable pressure. 

The setting up of these new lines 
of competition apparently means that 
stock company management intends 
to cease recommending to its agents 
the use of the hoary devices of anti- 


mutual propaganda which it has 
urged in the past. Bearing out this 
surmise is the news that the cam- 


paign based upon the charge that 
mutual insurance seeks to destroy the 
“profit motive” in American busi- 
ness is no longer to receive financial 
support from the companies; it is to 
be turned over entirely to the agents’ 
organizations. Possibly the cynical 
high command is interested in learn- 
ing whether the stock agents can 


shoot themselves with this wooden 
gun which has been so _ ineffective 


against mutual insurance. Manage- 
ment now proposes to abandon the 
gospel it preached so enthusiastically 
to its producers in order to encour- 
age them to go on ringing doorbells ; 
it proposes to attempt to regain its 
lost position by rate discrimination 
against its small policyholders. 

\s stock company spokesmen have 
admitted, mutual insurance produc- 
ers defeated past propaganda cam- 
paigns by aggressive and expert tell- 
ing of the mutual insurance story to 
the public ; it is no accident that those 
insurance buyers who were con- 
vinced were often the very large in- 
surance buyers whose intelligence 
made it necessary that they be sold 
mutual insurance upon its merits. If 
the next campaign of stock insur- 
ance is to be based upon the princi- 
ple that agents should concentrate 
upon trying to sell large risks on a 
price appeal, and can safely neglect 
the interest of the small policyholder 
while doing so, mutual producers 
might do worse than to combat it by 
increased efforts to write the small 
risk, and by increased efforts to ex- 
pand their writings in the lines in 
which mutual insurance is not at 

(Continced on page 27) 


JoURNAL OF AMERICAN INSURANCE 

















COMMENT 




















Items Concerning What Is Going 
On In The Insurance World 


Miscellany 
TWO OUT OF EVERY THREE AUTO- 
MOBILES SOLD DURING 1939 WERE 


used cars whose buyers had incomes 
of less than $30 a week—A food in- 
dustry survey reports that rabbit 
meat is now being marketed in eight 
ounce jars and ten and thirty-two 
ounce cans, with or without bones— 
California division of fish and game 
estimates that 12,400,000 trout are 
caught each year in the state by some 
340,000 resident anglers—The publi- 
cation “Automobile Facts” states 
that school buses carry more passen- 
gers daily than all New York City 
subways—In January, 1939, there 
were 35,000,000 radios in American 
homes and 6,000,000 in automobiles 
or portable form—More than 17,- 
000,000 women are owners of life 
insurance—According to Institute of 
American Meat Packers people of 
this country ate more sausages of all 
kinds during July of this year than 
in any other month in history—The 
U. S. now has 31,400,000 motor ve- 
hicles in service, more than twice as 
many as in the rest of the world. 


Report on Housing Require- 
ments and Defense Activities 


IMOUSING SHORTAGES THAT ARE 
ALREADY SLOWING UP AMERICA’S 
armament program in a number of 
places make it imperative to give 
housing requirements full considera- 
tion in selecting locations for major 
industrial defense activities. This is 
one of the central findings of a 
special research report on defense 
housing now being made for the 
Housing Committee of the Twen- 
tieth Century Fund. 


After reviewing the findings of the 
research staff, the Housing Commit- 
tee makes recommendations for gov- 
ernment and industry. The Commit- 
tee advises that “manufacturers en- 
gaging in defense activity should 
avoid expansion of operations with- 
out assurances that means will be 
provided to meet the necessary in- 
crease in available housing. 


Officials of The Twentieth Century 
und hope to have the report on 
housing and national defense com- 
pleted within the next three weeks. 
The survey is being supervised by 
the Housing Committee, whose 
Chairman is Henry FE. Hoagland, 
Professor of Business Finance at 
Ohio State University, formerly di- 
rector of the Home Owners’ Loan 
Corporation, and a former member 
of the Federal Home Loan Bank 
Board. The other members of the 
Committee are: Lillian M. Gilbreth, 
Frank P. Graham, Henry I. Harri- 
man, Arthur C. Holden, John A. 
Lapp, and William I. Myers. 


Two Factory Mutual 
Companies Merge 


ANNOUNCEMENT HAS BEEN MADE 
OF THE REINSURANCE OF THE ENTIRE 
outstanding liability of the Hope Mu- 
tual Fire Insurance Company of 
Providence, Rhode Island, as of July 
1, 1940, by the What Cheer Mutual 
Fire Insurance Company of the same 
city. The two companies, both mem- 
bers of the Factory Mutual group, 
have been operated under the same 
roof for many years. 


Assets of $1,382,381, premium de- 
posits of $627,115, surplus of $738,- 
522 are shown for the Hope Mutual 
as of December 31, 1939, while the 
What Cheer Mutual shows assets of 
$1,515,034, premium deposits of 
$627,115 and surplus of $854,758 as 
of the same date. 


A. M. A. Insurance 


Conference December 5-6 


THE WINTER INSURANCE CONFER- 
ENCE OF THE AMERICAN MANAGE- 
ment Association will be held at the 
Palmer House, Chicago, on Decem- 
ber 5-6, it has been announced by 
W. A. Sullivan, manager of the In- 
surance Department of the Loose- 
Wiles Biscuit Company, vice-presi- 
dent of the Association’s insurance 
division. 

The purposes of the division are to 
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provide a form for the interchange 
of ideas among buyers of insurance. 
Brokers and representatives of in- 
surance companies are also members 
of the division and participate in the 
discussions. The Chicago meeting 
will consist of formal papers, ques- 
tion and answer sessions, and debates 
on current important insurance ques- 
tions. 

Among the topics being considered 
for discussion at the meeting are: 
the bonding of corporation execu- 
tives against corporate mistakes and 
errors of judgment; war risk insur- 
ance; insurance problems of person- 
nel created by the conscription act; 
advertisers’ liability in cases of libel ; 
contractual liability, etc. 


Central Manufacturers Opens 
Boston Office 


L. G. PURMORT, PRESIDENT OF THE 
CENTRAL MANUFACTURERS MUTUAL 
Insurance Company has announced 
the opening on October 10th of a 
Boston Branch Office in the Public 
Service Building, 89 Broad Street, 
Boston, Massachusetts. The business 
of brokers and agents of Metropoli- 
tan Boston will be handled by this 
office. Local agents in other New 
England towns will continue to re- 
port direct to the home office at Van 
Wert, Ohio. 

Warren L. Wright, special repre- 
sentative for New England, will be 
in charge. The company has, in ad- 
dition to this office, branches in New 
York, Chicago, Atlanta, San Fran- 
cisco, Los Angeles and Toronto. 


West Virginia Mutuals 
Meet October 29 


THE PROGRAM FOR THE 26TII AN- 
NUAL MEETING OF THE WEST VIR- 
ginia Association of Mutual Insur- 
ance Companies to be held at the 
Gore Hotel in Clarksburg, West Vir- 
ginia, on October 29th, promises to 
be one of the best in the Associa- 
tion’s history. 

Following preliminaries and ap- 
pointments of committees, Associa- 
tion leader Blaine Engle will give 
the presidential address. The report 
of secretary-treasurer, J. A. Gist of 
Wellsburg, West Virginia, and a re- 
port of the committee on mercantile 
and industrial property rates will 
conclude the morning session. 

Scheduled to appear before the 
gathering at the afternoon session are 
Charles T. Coats, assistant secre- 
tary, Indiana Union Mutual Insur- 
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ance Company, Indianapolis, Indiana, 
Martin Abrahamsen, assistant agri- 
cultural economist, West Virginia 
University, Morgantown, West Vir- 
ginia, and a representative of the 
American Mutual Alliance of Chi- 
cago, Illinois. 


Parker Victor in Georgia 


Primary for Commissioner Post 


A NEW COMMISSIONER IN THE 
PERSON OF HOMER C. PARKER OF 
Statesboro, will be inducted into of- 
fice in Georgia after the first of the 
year as a result of his winning the 
Democratic primary race for Comp- 
troller General of the State in the 
September 11 election. His nomina- 
tion as Comptroller General and ex 
officio head of the Insurance Depart- 
ment assures him of election without 
opposition in the November ballot- 
ing. 

Mr. Parker’s opponent in the pri- 
mary was Downing Musgrove, the 
incumbent, who was appointed to the 
office by Governor Rivers following 
the death of William B. Harrison 
several months ago. 


Insurance Counsel in 
Annual Meeting 


OSCAR J. BROWN OF SYRACUSE, NEW 
YORK, WAS ELECTED PRESIDENT OF 
the International Association of In- 
surance Counsel for the forthcoming 
year at the conclusion of the group’s 
annual convention held at White Sul- 
phur Springs, West Virginia, Sep- 
tember 4-6. 

The address of welcome to the 
more than 500 members and guests 
in attendance at the meeting was de- 
livered by Governor Homer A. Holt 
of West Virginia, with Paul J. Mc- 
Gough of Minneapolis, Minnesota, 
responding on behalf of the Associa- 
tion. 


Following the presidential address 
of Gerald P. Hayes of Milwaukee, 
Wisconsin, numerous technical mat- 
ters relating to legal problems arising 
in the insurance business were dis- 
cussed. Subjects most to the fore 
included: “Insurance From A Claim 
Man’s Point of View” by Harlan S. 
Don Carlos of Hartford, Connecti- 
cut; “Disclaimer, Letters of Reserva- 
tion of Right and Non-Waiver 
Agreement Under Liability Insurance 
Policies” by Clinton M. Horn, Cleve- 
land, Ohio; and “An Insurance Pol- 
icy for America’s Future” by Will R. 
Manier, Jr., Nashville, Tennessee. 

Committees to which various mat- 
ters of importance had been assigned 
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for study made numerous reports 
throughout the three-day session. 
The reports of the General Legisla- 
tive Committee, the Executive Com- 
mittee, the Committee on Unauthor- 
ized Practice of Law, Home Office 
Counsel Committee, Committee on 
Casualty Insurance, Compulsory Au- 
tomobile Insurance and Financial Re- 
sponsibility Litigation Committee, 
Fire and Marine Insurance Commit- 
tee, Committee on Fidelity and In- 
surance Law, Health and Accident 
Insurance Committee, Life Insurance 
Committee, and the Committee on 
Workmen’s Compensation Insurance, 
proved especially interesting to the 
delegates. 

In addition to the elevation of 
Oscar J. Brown to the presidency, 
the following were named to execu- 
tive offices of the Association for the 
forthcoming year: vice-presidents, 
Oliver R. Beckwith, Hartford, Con- 
necticut; R. G. Rowe, Chicago, IIli- 
nois, and C. S. Merrell, Indianapolis ; 
secretary, R. B. Montgomery, Jr., 
New Orleans, Louisiana; treasurer, 
Robert M. Noll, Marietta, Ohio; 
executive committee, J. M. Sweitzer, 
Wausau, Wisconsin; F. B. Bayler, 
Lincoln, Nebraska, and W. 0. 
Reeder, St. Louis, Missouri. 

One of the addresses of especial 
importance on “The Trend of the 
Times in Revision of Policy Forms 
and Broadening of Coverages” was 
delivered by J. M. Sweitzer, general 
counsel of the Employers Mutual 
Liability Insurance Company of 
Wausau, Wisconsin, excerpts from 
which will appear in our next issue. 


eee 
Institute of Fire Insurance 


Prepares to Issue Certificates 


COMPLETION OF THE GRADING OF 
EXAMINATION PAPERS SUBMITTED AT 
the closing session of the First An- 
nual Institute of Fire Insurance will 
result shortly in the issuance of ap- 
proximately three hundred certifi- 
cates to insurance producers through- 
out the United States, according to 
an announcement by assistant gen- 
eral manager J. M. Eaton, of the 
American Mutual Alliance, Chicago, 
which sponsored the series of con- 
ferences. The Institute, which con- 
cluded a three-day inquiry into prop- 
erty insurance problems and funda- 
mentals on October 2, was held at 
the William Penn Hotel, Pittsburgh, 
and was attended by more than 350 
insurance sales representatives. 

Subjects included in the examina- 
tion were the fire insurance contract, 
endorsements, sales methods, ex- 
tended coverage, fire insurance rat- 
ing, inland marine contracts, collat 
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eral property insurance lines, the 
automobile property coverages, prop- 
erty insurance adjustments, and ag- 
ency organization and management. 
Each topic was the subject of a lec- 
ture and an extended discussion dur- 
ing the daily sessions of the Institute. 


seside the announced professorial 
faculty other lecturers included: 
Chase M. Smith, Lumbermens Mu- 
tual Casualty Company, Chicago: 
James C. O’Connor, editor of the 
Fire, Casualty, and Surety Bulletins, 
Chicago; William Mortimer, inland 
marine authority, New York; H. L. 
Kennicott, Lumbermens Mutual Cas- 
ualty Company, Chicago; Gordon 
Davis, director of the Loss Research 
Division of the Federation of Mu- 
tual Fire Insurance Companies, Chi- 
cago; and Ambrose B. Kelly, of the 
American Mutual Alliance, Chicago. 


Final speaker upon the Institute’s 
program was A. V. Gruhn, general 
manager of the American Mutual 
Alliance, Chicago, who discussed the 
importance of the public interest in 
insurance. He pointed out that in- 
surance differs from all other types 
of private economic activity in that 
its function is the conserving rather 
than the creating of national wealth, 
and that it is therefore the duty of 
insurance as an institution to keep 
its cost as low as possible in order 
to release to productive uses as much 
of the national income as pussible. 


He held that because insurance to- 
day absorbs in premiums approxi- 
mately one-tenth of the national in- 
come there can no longer be any ar- 
gument that insurance is affected 
with the public interest to a degree 
which necessitates governmental reg- 
ulation, but that it is open to argu- 
ment as to whether the methods un- 
der which insurance is conducted to- 
day are entirely in the public inter- 
est. 

Among items of expense which un- 
necessarily increase the cost of in- 
surance to the public, and which 
should be eliminated, he listed: 


Competitive propaganda campaigns 
designed to influence the placing of 
insurance—which not only are ex- 
pensive for those initiating them, but 
which place upon competitors the 
expense of exposing the misrepre- 
sentation. 

The appointing of unqualified in- 
surance agents, such as individuals 
with political influence, for the pur- 
pose of controlling the placing of 
insurance of members of the public 
subject to such influence. 

Expensive legislative campaigns 
designed to pass laws which protect 
the special interests of pressure 
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groups within the insurance business, 
but which are of no advantage to the 
public. 

The use of insurance rates which 
discriminate between one policyholder 
and another, despite the fact that 
the risks insured are similar. 

Given as an example of the last 
type was the contract signed recently 
between the Home Owners Loan 
Corporation and a group of stock 
fire insurance companies, under 
which the Corporation is to be paid 
a fee or commission of 25% of the 
premiums for having turned over to 
the group the insurance upon a large 
section of the properties over which 
it exercises control. The move was 
criticized as laying a burden upon 
all other fire insurance policyholders, 
who are prohibited by law from re- 
ceiving rebates of their insurance pre- 
miums. It was predicted that the 
granting of this concession to the 
Home Owners Loan Corporation will 
result in the exerting of pressure for 
similar concessions by many other 
organizations which control large 
lines of insurance, and that the per- 
mitting of such discrimination can- 
not fail to increase the insurance costs 
of the average policyholders. 


Fire Prevention and National 


Defense 


WITH THE ATTENTION OF THE NA- 
TION TURNED TOWARD PREPAREDNESS, 
local business men’s organizations, as 
reported by the Chamber of Com- 
merce of the United States, are shap- 
ing their programs toward national 
defense. 

Many local chambers of commerce 
are giving the subject of fire preven- 
tion special attention just now, since 
sabotage can seriously hinder the 
country’s defense efforts. The im- 
portance of this move is brought out 
by the Insurance Department of the 
National Chamber in a pamphlet just 
issued for the several hundred local 
chambers now participating in the 
National Inter-Chamber Fire Waste 
Contest. 

In a letter to local chambers ac- 
companying the pamphlet, the Na- 
tional Chamber’s Insurance Depart- 
ment says: 

“Defense orders undoubtedly will 
tax the capacity of plants in some 
lines. Therefore any curtailment of 
production because of fires may have 
serious consequences. Particularly at 
a time like this, vigorous activities 
should be undertaken to guard 
against careless fires and every pre- 
caution must be taken to prevent 
fires of an incendiary origin.” 





FIRE 
NEWS... 


West Virginia Outlaws 
HOLC Deal 


THE BUMPY RIDE TO WHICH THE 
HOLC-SCA CONTRACT HAS BEEN SUB- 
jected was given a further jolt 
by Edgar B. Sims, State Auditor 
and ex-officio Insurance Commis- 
sioner of West Virginia on Septem- 
ber 9 when he issued a departmental 
ruling outlawing the deal and re- 
questing that the contract either be 
cancelled or the same liberal policy 
be made available to all insured per- 
sons in the state. The ruling which 

ras directed to all stock fire insur- 
ance companies (members of the 
Stock Company Association) licensed 
to transact business in the state reads 
as follows: 


Within the last few weeks we have re- 
ceived a copy of the contract existing 
between the Stock Company Association 
and the Home Owners’ Loan Corpora- 
tion which was effective February 1, 1940. 
We have given this agreement due con- 
sideration and in our opinion such con- 
tract is illegal for the following reasons: 


(1) Such contract is in direct conflict 
with the Standard Fire Policy in the fol- 
lowing particulars ; 

(a) Cancellation of policies. 

(b) Mortgagee Clause. 

(c) Improvements and betterments. 

(d) Vacancy. 

(e) Proofs of loss. 


(2) The mere existence of this con- 
tract is in direct violation of applicable 
statutes as follows: Chapter 33, Article 
2, Section 18 of the 1931 Code of West 
Virginia as amended by the 1935 Session 
of the Legislature, titled “DISCRIMI- 
NATION BY INSURANCE COMPA- 
NIES OR AGENTS,” with particular 
reference to that portion of the Section 
reading as follows: 

“And no company authorized or per 
mitted to do an insurance business with- 
in this state, or any officer, agent, solicitor 
or representative thereof, shall make any 
contract for such insurance on property 
or risk located within the state against 
liability, casualty, accident or hazard that 
may arise or occur thereon, or any agree- 
ment as to such contract other than as 
plainly expressed in the policy issued, or 
to be issued, thereon.” 

(3) The agreement to pay a twenty- 
five per cent commission to the Home 
Owners’ Loan Corporation, an insured, as 
declared by the terms of this contract, is 
an offer or inducement to insurance and 
creates a preference in favor of the Cor 
poration as against all other insured in 
West Virginia, in direct violation of 
other provisions of the above numbered 
Section. 


Now, therefore, it appears to this office 
that the preference created through the 
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existence of this contract may be alle- 
viated by either of the two methods de- 
scribed below: 

1. The cancellation of the contract. 

2. To make available to all insured 
persons a fire insurance policy the re- 
strictions of which will be amended so as 
to afford the same liberal policy provi- 
sions and conditions as are afforded the 
Home Owners’ Loan Corporation by this 
contract, and, in addition thereto, the 
same reduction in fire insurance rates of 
twenty-five per cent on all dwelling prop- 
erty and other classes of property that 
has been given the Home Owners’ Loan 
Corporation by the terms of this con- 
tract. 

We shall expect a complete compli- 
ance to this order within a reasonable 
time. 

e¢e 


August Fire Losses Down 9% 


FIRE LOSSES IN THE UNITED STATES 
DURING AUGUST TOTALED $20,722,- 
100 or 9% less than the amount re- 
ported for the same month last year 
according to preliminary estimates of 
the National Board of Fire Under- 
writers. August was the sixth con- 
secutive month of 1940 showing a 
decrease over the corresponding 
month of 1939. August losses, how- 
ever, were $400,700 or 2% higher 
than the total reported for the pre- 
ceding month. 

Losses for each month of 1938 and 
1939 and for the first eight months 
of 1940 are shown in the following 
tables 


1938 1939 - 1940 
Jan. . 7 676,337 $27,615,316 $36,260,650 
Feb. ... 26,472,626 29,303,520 34,410,250 
Mar. .. 29,050,968 30,682,168 29,788,800 
Apr. .. 25,616,112 27,061,522 26,657,190 
May ... 22,917,577 27,031,700 23,446,590 
June .. 19,473,617 24,190,700 19,506,000 
July ... 20,434,688 22,468,304 20,322,800 


Aug. ... 20,821,184 22,800,500 20,722,100 
Total 8 
mos. $192,463,109 $211,153,730 $211,094,380 
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Nov. .. 26658,095 27,246,160 2.00.00 

Dec. ..< So cmROWR ZF GFRUO oo vceccic 

Total 12 

mos. .$302,050,000 $313,408,840 ......... 
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Mutual Engineers Meet 
November 7-9 


THE 9TH ANNUAL MEETING OF THE 
\SSOCIATION OF MUTUAL FIRE INSUR- 
ance Engineers, composed of engi- 
neers and inspectors of general writ- 
ing mutual companies, will be held 
at the Hollenden Hotel in Cleveland, 
November 7-8-9. 

Subjects to be discussed at the 
meeting include: “Spontaneous Igni- 
tion” by F. J. Sanborn, engineer, Im- 
proved Risk Mutuals; “The 1940 
National Electrical Code” by E. C. 
Youngstrom, engineer, Mill Owners 
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Mutual Fire Ins. Co.; “Essentials of 
Inspection Reports” by Charles F. 
Galloway, vice-president, United 
Mutual Fire Ins. Co.; “Automatic 
Sprinklers” by F. P. DeLemos, chief 
engineer, Automatic Sprinkler Cor- 
poration; “Industrial Use of Ilumi- 
nating Gas” by Adam Lehr, engineer, 
Lumbermens Mutual Ins. Co.; “The 
Insurance Engineers Place in the 
Preparedness Program” by W. H. 
Rodda, engineer, American Mutual 
Alliance; and “Water Supplies for 
Fire Protection” by J. H. Garland, 
chief engineer, Improved Risk Mu- 
tuals. 

Percy Bugbee, general manager of 
the National lire Protection Asso- 
ciation, Boston, Massachusetts, and 
Elliott Ness of the Cleveland Safety 
Council will also address the meeting. 

Officers of the Association of Mu- 
tual Fire Insurance Engineers are: 
president, C. M. Rowley, Lumber- 
mens and Manufacturers Inspection 
Bureau; vice-presidents, Herbert 
Muller, Improved Risk Mutuals, and 
J. L. Booty, Implement Dealers Mu- 
tual Fire Insurance Company; and 
secretary-treasurer, R. G. McDaniel, 
Grain Dealers National Mutual Fire 
Insurance Company. 

ee @ 


Interesting Program for 
Wisconsin Mutuals 
Convention 


OVER 300 MUTUAL FIRE INSURANCE 
AGENTS AND COMPANY OFFICIALS ARE 
expected to attend the annual con- 
vention of the Wisconsin State Asso- 
ciation of Mutual Insurance Compa- 
nies at the Schroeder Hotel in Mil- 
waukee on October 30 and 31. 

Following the president’s address 
by L. W. Schlieder, secretary of the 
Sheboygan Falls Mutual Insurance 
Company, Sheboygan Falls, Wiscon- 
sin, which will open the convention 
on the afternoon of October 30, J. M. 
Eaton, assistant general manager of 
the American Mutual Alliance, Chi- 
cago, Illinois, will present a paper on 
“Springboard to Success.” At this 
session there will also be an address 
by D. Roger Kenney, insurance edi- 
tor, United States Investor, Boston, 
Massachusetts, and Harry G. Hoff- 
man, president, Executive Club, Mil- 
waukee, Wisconsin, will discuss ‘The 
Power of Words in Selling.” 

The annual banquet of the associa- 
tion, always an event eagerly looked 
forward to by the delegates, will cul- 
minate the opening day activities. 
Honorable Edward J. Gehl, circuit 
judge of Hartford, Wisconsin, the 
toastmaster, will present Honorable 
Carl F. Zeidler, Mayor of Milwau- 
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kee, the speaker of the evening. 

On the morning of October 31, 
Donald A. Tripp, manager, Mutual 
Reinsurance Bureau, Belvidere, Illi- 
nois, will speak on “Opportunities of 
Mutual Insurance.” “Underwriting 
the Risk’ will be the subject of an 
address by Gary H. Kamper, execu- 
tive vice-president, Badger Mutual 
Fire Insurance Company, Milwau- 
kee, Wisconsin, and Dr. Preston 
Bradley, pastor of the Peoples 
Church, Chicago, Illinois, will dis- 
cuss “What Are We Facing.” 

“Fire Hazards in Action” the in- 
teresting demonstration by W. H. 
Rodda, engineer, American Mutual 
Alliance, Washington, D. C., will 
open the final session of the Con- 
vention. Following this presentation 
“The Service of the Field Man to the 
Agent” will be discussed by Clarence 
Tess, special agent, Manitowoc Mu- 
tual Fire Insurance Co., Manitowoc, 
Wisconsin. A round table discussion 
at which the leaders will be August 
C. Fuge, secretary, West Bend Mu- 
tual lire Insurance Co., West Bend, 
Wisconsin, and Robert L. Jacobs, 
secretary, Citizens Mutual Fire Ins. 
Co., Janesville, Wisconsin, concludes 
the two-day meeting. 

Officers of the Wisconsin State 
Association are President, L. W. 
Schlieder, secretary of the Sheboygan 
Falls Mutual Insurance Company, 
Sheboygan Falls, Wisconsin; Vice- 
President, Gary H. Kamper, execu- 
tive vice-president, Badger Mutual 
Fire Insurance Co., Milwaukee, Wis- 
consin; and Secretary, Theodore R. 
Schmidt, secretary, Kewaskum Mu- 
tual Fire Ins. Co., Kewaskum, Wis- 
consin. 

ee @ 


Increase in Winter Wheat 


Crop Insurance Contracts 


A 60,000 INCREASE IN THE NUM- 
BER OF WINTER. WHEAT INSURANCE 
contracts over last year set a record 
total of 365,838 contracts for the 
1941 crop insurance program, accord- 
ing to an announcement by LeRoy 
K. Smith, manager of the Federal 
Crop Insurance Corporation. Ap- 
proximately 305,000 contracts were 
written on the 1940 winter wheat 
crop. 

“The volume of crop insurance 
contracts on the nation’s wheat crop” 
said Mr. Smith, “will set an all-time 
high this year when work is com- 
pleted in the spring wheat states. 
The total number of 1941 winter 
wheat contracts alone are only a few 
thousand short of the combined total 
of both winter and spring wheat for 
this year.” 
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CASUALTY 
NEWS... 


G. Lester Marston Honored 
on Twenty-fifth Anniversary 


G. LESTER MARSTON, VICE-PRESI- 
DENT AND GENERAL CLAIM MANAGER 
of the American Mutual Liability 
Insurance Company was honored on 
September 1 by his associates and 
members of his staff for completion 
of twenty-five years of service with 
the company. 

Mr. Marston became associated 
with the American Mutual Liability 
Insurance Company in 1915 as dis- 
trict claim manager in Boston, being 
previously connected with the claim 
and legal departments of the Boston 
Elevated Street Railway Company. 
In 1923 he was appointed general 
claims manager and in 1927 he was 
made vice-president of the company. 

A leading figure in casualty insur- 
ance circles, Mr. Marston is a direc- 
tor of the Boston Association of 
Claims Executives, Boston Index 
Bureau, a member of the Casualty 
Claims Executives of the American 
Mutual Alliance, Casualty Confer- 
ence Committee, stock and mutual 
companies, a member of the Casualty 
Claims Executives Committee of the 
National Council on Compensation 
Insurance. He is a director of the 
Medford Savings Bank, has held the 
positions of High Priest of Mystic 
Chapter of the Masonic Order and 
Past Commander of Couer de Lion 
Commandery and now holds an of- 
fice in the line of Knights Templar 
of Massachusetts and Rhode Island. 


C. K. Newcombe Heads 
Industrial Accident Boards 


AT RICHMOND, VIRGINIA, ON SEP- 
TEMBER 9-12, THE INTERNATIONAL 
Association of Industrial Accident 
Boards and Commissions held their 
27th annual Convention to consider 
subjects of common interest in their 
field of work. While the topics dis- 
cussed had to do principally with 
routine and methods of accident 
boards and commissions, there was 
much of interest of a technical na- 
ture to insurance companies in the 
proceedings. As in previous years, 
the meeting was largely attended and 
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considerable constructive work was 
accomplished for the organization. 

Major items on the program were: 
“Means for Assuring Prompt Pay- 
ment of Non-Contested Claims,” 
‘Means for Expediting Adjudication 
of Contested Cases,” “Compensation 
Payments Pending Appeal,” ‘The 
Need for Simplicity of Procedure in 
Workmen’s Compensation,” ‘“Rela- 
tionship of Proposed Social Security 
Disability Insurance to Workmen’s 
Compensation Systems,” “Problem 
of Alien Dependent Awards Under 
War Conditions in Europe,” “Meas- 
urement of Permanent Disabilities,” 
“Desirability of Self-Insurance Un- 
der Workmen’s Compensation Sys- 
tems” and “State Fund Round 
Table.” 


At a business session meeting of 
the Association held on September 
12th, C. K. Newcombe, Commis 
sioner of the Manitoba Workmen's 
Compensation Board was elected 
president for the ensuing year. Wil 
liam Chesnut, Chairman of the Penn 
sylvania Industrial Commission, was 
named vice-president and Verne 
Zimmer of the Division of Labor 
Standards of the Department of 
Labor, Washington, D. C., was re- 
elected secretary-treasurer. 


Larger Quarters for Butchers’ 


Mutual Casualty Company 


THE REMOVAL OF THE HOME OF- 
FICE OF THE BUTCHERS’ MUTUAL 
Casualty Company of New York 
from the twelfth floor to new and 
larger quarters on the ninth floor of 
the Fisk Building, 250 W. 57th 
Street, was completed on Septem- 
ber 11. 

The move to the new office which 
occupies 20,000 square feet of space 
was made to accommodate the grow- 
ing business of the company, which 
has been writing workmen’s compen 
sation insurance since 1924 and is 
now writing various liability lines 
and plate glass also. 

More than 200 agents and employ- 
ees of the company were on hand at 
the opening of the new offices and 
a plaque commemorating the move 
was presented to George Kramer, 
president of the company. 


A. and H. Week General 
Committee to Meet 


A MEETING OF THE GENERAL COM- 
MITTEE FOR 1941 ACCIDENT AND 
Health Insurance Week will be held 
at the La Salle Hotel, Chicago, Wed- 





nesday, November 13, according to 
an announcement by committee chair 
man, Harold R. Gordon. 

The purpose of the meeting will 
be to outline a program of activity 
for the observance of Accident and 
Health Insurance Week during 
March 24-29, next year. The com- 
mitee membership includes person- 
nel representing all types of accident 
and health carriers as well as the 
various kinds of accident and health 
business written. 

Representatives of all accident and 
health companies will be invited to 
attend this meeting in order that 
every suggestion to promote the 
week’s activities may be given con- 
sideration. 


Sayer Outlines Statement of 
Policy of Compensation 
Rating Board 


A STATEMENT OF HIS POLICIES 
WITH REGARD TO THE COMPENSATION 
Insurance Rating Board has been re- 
leased by Henry D. Sayer, the new 
general manager of the organization. 
Mr. Sayer, a man of wide experience 
in insurance matters is a former In 
dustrial Commissioner of New York 
State. He has also served as execu- 
tive secretary of the Industrial Sur 
vey Commission, has been associated 
with the Association of Casualty and 
Surety Executives as manager of 
their casualty department and most 
recently was the deputy executive di- 
rector of the New York State Insur 
ance Fund. Mr. Sayer’s statement 
follows: 

“In brief, there will be no drastic 
change in the policies of the Rating 
Board. It shall he my endeavor to carry 
forward the tradition and the spirit of 
service of the Board so splendidly exem 
plified by the late Leon S. Senior during 
his long incumbency of the managership. 
Not only is it my desire to have the 
Board continue to function so as to be 
of the greatest usefulness to all carriers, 
but I believe it of the utmost importance 
that its affairs shall be so conducted a 
to retain and merit the confidence of the 
insurance-buying group, the public au 
thorities and all related groups with 
which the Board has contact or which 
have problems related to ours. 

“The affairs of the Board, while nec 
essarily largely technical, must be con 
ducted in the spirit of common under 
standing and broad humanity. In this 
endeavor I ask the cooperation of the 
membership of the Board and of its 
technical committees, to the end that the 


spirit of the Workmen’s Compensation 
Law may be served, in the interest of 
industry and of the workers who are the 
beneficiaries under the law, and most im 
portantly, in the interest of the whole 
public.” 
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Federal Supervision to Fore 


at American 


From among the large list of items 
on the program of the American Bar 
Association Convention held at Phil- 
adelphia, Pennsylvania, September 
9-13, there emerged the question of 
l‘ederal regulation of insurance as 
the topic of most public interest. 


Whatever may be the predominat 
ing opinion among insurance compa- 
nies, the debate as voiced by con- 
tenders on both sides of the contro- 
versy is worthy of study. he press, 
generally, has minimized the speech 
of Senator J. C. O’Mahoney of 
Wyoming, yet it was a vigorous 
statement of the T.N.E.C. position 
and as such deserves attention. Cer- 
tainly it is valuable because it re- 
flected the attitude of the committee 
and it may be enlightening as to what 
a considerable section of the public 
thinks. 


Before quoting from this speech 
and the discussion by Superintendent 
Louis H. Pink of New York, and J. 
Reuben Clark, Jr., First Counsellor 
in the First Presidency of the Church 
of Jesus Christ of Latter Day Saints, 
Salt Lake City, Utah, we list below 
the new officers of the Insurance Law 
Section of the American Bar Asso- 
ciation for 1940-1941: 

Chairman —- Howard C. 
Rochester, N. Y. 

Vice Chairman—Joe F. Lewis, Ponca 
City, Oklahoma. 

Secretary—Clement F. 
Portland, Maine (reelected). 

Members of Council—V. J. Skutt, 
Omaha, Nebraska and Professor Edwin 
W. Patterson, New York City (replacing 
Senator Felix Hebert of Providence, 
R. I. and Joe F. Lewis, Ponca City, 
Oklahoma, whose terms have expired). 


Spencer, 


Robinson, 


Excerpts From Address 
By SENATOR J. C. O'MAHONEY 
Before the Assembly of the American Bar 
Assn. Convention, Philadelphia, Pa., 
Sept. 11, 1940. 


ET me begin this morning by 

making clear that neither the 
Temporary National Economic Com- 
mittee nor any agency connected 
with it has ever recommended or 
suggested any legislation providing 
for Federal regulation of insurance, 
and that in participating, at the in- 
vitation of the officers of the section 
of insurance law, in this symposium, 
[ do not appear in any sense what- 
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soever as an advocate of Federal 
regulation. 

It is necessary for me to make 
this disclaimer because the country 
has been filled with rumors and re- 
ports ever since the beginning of the 
study of insurance for the Tempo- 
rary National Economic Committee 
by the Securities and Exchange Com- 
mission that the secret and hidden 
purpose of the whole proceeding was 
to lay the basis for some law or laws 
cutting down the present power and 
authority of the States. As Chairman 
of the Temporary National Eco- 
nomic Committee, I have been 
obliged for more than a year to make 
denial of such purpose or intent, but 
my voice has apparently never caught 
up with the rumors and I have no 
doubt that this symposium today is 
the result of the same current of 
misunderstanding which has attribu- 
ted to this committee intentions 
which it has never entertained. 

As long ago as November 14, 1939, 
I wrote a letter to be read at a meet- 
ing of the Massachusetts Insurance 
Society, in which I stated explicitly 
that “there isn’t the slightest basis 
for the intimations appearing in cer- 
tain insurance journals that the com- 
mittee, or any member of its staff, 
is promoting any scheme for Gov- 
ernment competition with the insur- 
ance industry.” 

On February 1, 1940, on the floor 
of the Senate, in answer to an in- 
quiry directed to me by Senator 
Byrnes, of South Carolina, “as to 
whether or not the Committee in- 
tends to recommend to the Congress 
that legislation be enacted providing 
for Federal supervision of insurance 
or for some agency of the Govern- 
ment going into the insurance busi- 
ness,” I stated explicitly : 

“IT can say without reservation or 
qualification of any kind that the 
Committee has never met to consider 
recommendations with respect to in- 
surance and no member of the Com- 
mittee has ever suggested to the 
chairman that either of the policies 
which the Senator has just mentioned 
should be adopted or that any rec- 
ommendation of that character 
should be made.” 

These are only two of many simi- 
lar statements which I have made, 
but because of the persistence of the 
reports, I venture once again to de- 
clare, in the clearest and most em- 
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phatic terms, that the Temporary 
National Economic Committee has 
never entertained any proposal and 
the Securities and Exchange Com- 
mission and none of its staff has 
ever presented to the Committee any 
suggestion for Federal regulation of 
insurance, for the institution of any 
plan of Government competition 
with any branch of insurance, for 
any law respecting the agency sys- 
tem of selling insurance, or for any 
program of acquiring insurance com- 
pany assets. All such reports are 
fantastic and baseless. * * * 


There never has been the slightest 
cause for any misunderstanding of 
this purpose because in the message 
of President Roosevelt presented to 
Congress on April 29, 1938, urging 
the economic study, in the joint reso- 
lution which set up the Committee 
and in repeated statements by the 
chairman of the Committee, it has 
been made clear over and over again 
that the primary objective of the 
whole proceeding is the stimulation 
of our traditional system of free, pri- 
vate enterprise. Never was there 
greater need in the history of civili- 
zation than there is now for united 
action in defense of the system of 
private enterprise because it has 
never stood in greater danger than 
it does now. With the leaders of the 
totalitarian states declaring their pur- 
pose to destroy both democracy and 
capitalism in words that cannot be 
misunderstood and by actions that 
are even more convincing, with prac- 
tically all of Europe already sub- 
jected to their theory of political and 
economic government and with Great 
Britain almost beaten to her knees, 
certainly it must be clear to us that 
we cannot permit ourselves to give 
way to emotional misunderstanding 
or, I might say, misrepresentation of 
the purposes of any agency of our 
Government with respect to the fun- 
damentals of human freedom and pri- 
vate enterprise. 


I take the liberty, therefore, in 
this distinguished company of law- 
yers, to point out the specific proof 
of my statement that in its concep- 
tion and in its whole procedure the 
Temporary National Economic Com- 
mittee has devoted itself to the de- 
fense of free enterprise because I 
want no one to go out of this meet- 
ing without knowledge of this most 
important and fundamental fact. 

eee 

N his message to Congress on 
I April 29, 1938, urging an in- 
vestigation of the concentration of 
economic power, President Roose- 
velt left no doubt of his purpose: 

“If you believe with me in private 
initiative,” said he, “you must acknowl- 
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edge the right of well 
business to expect to 
profits.” 

Again he said: 

“But generally over the field of indus- 
try and finance we must revive and 
strengthen competition if we wish to pre- 
serve and make workable our traditional 
system of tree, private enterprise. 

I could quote many other extracts 
from this message, but will content 
myself with the following sentence 
from the President’s description of 
the fundamental purpose of the study 
he was recommending : 

“It is a program to preserve private 
enterprise for profit by keeping it free 
enough to be able to utilize all our re- 
sources of capital and labor at a profit.” 

As already indicated, the resolution 
which created the Committee placed 
special emphasis upon the necessity 
of maintaining competition or, in 
other words, private enterprise, and 
finally, as chairman of the Commit- 
tee, | have never lost an opportunity 
to state over and over again my deep 
conviction that the solution of the 
economic troubles of our people and 
of the world does not lie along the 
road of expanding government ac- 
tivity or government control over 
private enterprise, but upon the re- 
duction of such control to a minimum 
and upon the stimulation and en- 
couragement of free enterprise on the 
part of the people. 

How does it come, therefore, that 
there should be so widespread a mis- 
understanding both of the purposes 
of this Committee and of the prob- 
lem that confronts the world? A dis- 
cussion of insurance and insurance 
law affords a convenient opportu- 
nity for suggesting the answer and I 
welcome the opportunity to partici- 
pate. There could be no more ap- 
propriate forum in which to develop 
the subject than this, because, curi- 
ously enough, while the Temporary 
National Economic Committee has 
never suggested Federal regulation 
of insurance, the American Bar As- 
sociation Committee on Insurance 
Law has definitely done so, and in 
times past it has been at great pains 
to try to prove that the business of 
insurance is in fact a part of inter- 
state commerce and should be re- 
garded as within the regulatory pow- 
ers of the Federal Congress. 

In 1905 the predecessors of the 
gentlemen who make up this ‘Sec- 
tion of Insurance Law of the Amer- 
ican Bar Association” to whom I am 
now speaking, concluded a very ex- 


managed small 
make reasonable 


haustive report with this clear de- 
claration: 

“Your committee (of the Amer- 
ican Bar Association) therefore rec- 


ommend: 


“I. Legislation by Congress providing 
for the supervision of insurance. 
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“a sue 
laws. 

“3. A uniform fire policy, the terms of 
which shall be specifically defined. 

“4. The repeal of all retaliatory tax 
laws. 


repeal of all valued policy 


5. Stricter incorporation laws in the 
several States as they affect the creation 
of insurance companies; and a Federal 
statute prohibiting the use of the mails 
to all persons, associations, or corporations 
transacting the business of insurance in 
disregard of State or Federal regulations” 
(Reports of American Bar Association, 
1905, vol. XXVIII, p. 516). 

If this recommendation had pro- 
ceeded from any member of the Se- 
curities and Exchange Commission 
or of the Temporary National Eco- 
nomic Committee instead of from the 


American Bar Association, I shud- 
der to think of the charges that 
would have been leveled at our 
heads. 


ut your predecessors were not 
alone in this position. The truth is 
that every specific suggestion for the 
expansion of l‘ederal power over the 
insurance business with which I am 
familiar has proceeded either from 
the Bar Association or from the in- 
surance companies themselves. In 
the Insurance Blue Book, published 
in 1877 from the offices of the Insur- 
ance Monitor and the Insurance Law 
Journal at 176 Broadway, New York 
City, I find on page 32 this interest- 
ing bit of history: 

“The natural result of Federal suc- 
cess (in the Civil War) was the cen- 
tralization of governmental authority. 

* * Not alone was the concentra- 
tion of power at Washington shown 
in political acts, in the control of the 
conquered territory, and the manage- 
ment of the national finances, but in 
the jurisdiction assumed by the Fed- 
eral courts, and the whole spirit of 
their decisions. * Tt is no won- 
der that, under such circumstances, 
the attention of the agency compa- 
nies was turned to Washington for 
protection against the aggressive acts 
of hostile legislatures. Relief from 
this source was strongly agitated dur- 
ing 1865 and 1866. In November, 
1865, the companies appointed a 
committee to draft a suitable national 
law and secure its passage by Con- 
gress. * * * An act was prepared ac- 
cordingly providing for the appoint- 
ment of an insurance commissioner 
by the President and the establish- 
ment of a bureau at Washington, 
where all deposits, fees, and other 
expenses of agency companies were 
to be exclusively paid, and their re- 
turns made for all other than local 
business.” * * * 

In order that there 
understanding of my 
want to say at this 
would not give my 


may be no mis- 
own position, I 
juncture that I 


support to any 





legislative proposal which would 
have the effect of weakening the 
power of the States in the field of 
insurance law, and when I cite these 
instances of the activity of insurance 
companies to broaden the Federal 
power over insurance I do it for the 
purpose of making clear the unfortu- 
nate confusion of thought and pur- 
pose which beclouds our present-day 
approach to the modern economic 
problem, * * * 


I DOUBT if a more iluminating 
decision upon the problems of 
Government and business was ever 
written than that of Justice Field, in 
the case of Paul v. Virginia (8 Wall, 
168), the first of the Supreme Court 
tests initiated by the insurance com- 
panies for the purpose of escaping 
further regulation and establishing 
the principle that Congress has the 
power, under the commerce clause, 
to regulate insurance. It is not nec- 
essary for me to tell this audience 
that the State of Virginia had passed 
a law requiring insurance companies 
incorporated in other States to make 
deposit with the treasurer of the 
State of certain bonds before a li- 
cense to do business would be issued ; 
that Paul, an agent for certain New 
York companies, made application 
for his license, refused to deposit the 
bonds and proceeded to engage in 
the business of selling insurance so 
as to provoke his arrest and throw 
the question into the courts. The 
brief filed on behalf of the insurance 
companies in their attack upon State 
regulation was based upon three con- 
tentions : 

1. That a corporation created by the 
laws of a State is a citizen within the 
meaning of the Constitution. 

2. That the constitutitional power of 
Congress to regulate commerce” does 
not exclude commerce carried on by cor- 
porations. 

3. That the business of insurance is 
commerce, and that it is not within the 
power of a State to pass any law regu- 
lating insurance carried on among the 
States, 

I need not here mention that Jus- 
tice Field, in this case, ruled that a 
contract of insurance is a personal 
contract, and does not constitute that 
intercourse among the States which 
constitutes the commerce over which 
Congress has jurisdiction. 

It is interesting to note, however, 
not only that this interpretation was 
rejected by the insurance companies, 
but that the committee on insurance 
of the American Bar Association in 
1905 also argued that the business of 
insurance actually is interstate com- 
merce, the decision of the Supreme 
Court of the United States to the 
The fol- 


contrary notwithstanding. 
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lowing quotation from the 1905 re- 
port of the American Bar Assccia- 
tion committee on insurance law is of 
interest : 

“In view of the fact that in England 
insurance is regulated by the Board of 
Trade; in France, by the Minister of 
Commerce; in Norway, by the Commer- 
cial Registrar; in Austria, by the Tribunal 
of Commerce; and in the German Em- 
pire, by the Central Government, it 1s 
fair to affirm that insurance is commerce 
and has from the beginning been treated 
as such except in the cases in which the 
question has been incidentally discussed 
by the Supreme Court of the United 
States. It is, however, significant that 
the majority opinion in the lottery cases 
makes no reference whatever to the line 
of cases known as the insurance cases, 
and the reasonable deduction from this is 
that their authority has been weakened.” 
(Reports of American Bar Association, 
1905, vol. XXVIII, p. 507.) 

Returning, however, to the case of 
Paul v. Virginia, we find the insur- 
ance companies arguing that in the 
interests of efficiency the Tl ederal 
power should be supreme. “It can- 
not be supposed,” says the brief, 
“that the Constitution—one of whose 
objects was to secure a more perfect 
Union—was intended to be less effi- 
cient in these respects than the Arti- 
cles of Confederation had been. The 
defect in the Articles of Confedera- 
tion was not that it imposed too great 
restrictions upon the powers of the 
States, but that it was wholly with- 
out the protection and support of a 
supreme Federal power.” * * * 

It was the contention of the insur- 
ance companies at a time when State 
regulation was felt by them to be too 
onerous that corporations were citi- 
zens under the Constitution and thus 
entitled, under section 2 of article 
[V, “to all privileges and immunities 
of citizens in the several States.” In 
rejecting this argument, Justice Field 
reasserted the principle the violation 
of which through the world has been 
the chief cause of the distress and 
disorder that afflicts our era, namely, 
that the citizen for whom the Decla- 
ration of Independence was written 
and for whom the Constitution was 
drafted is the natural citizen, and not 
the artificial person created by law 
to carry on commerce. * * * 

ee @ ® 
T is known, for example, to every 
inhabitant of this country who is 
alive to conditions that the problem 
of small business is one of the most 
serious with which we have to deal. 

Of almost two and one-half million 
business units in the United States, 
more than 90 per cent have assets 
amounting to less than $250,000 each. 

These units have difficulty in ob- 
taining both credit and venture capi- 
tal and the insurance companies to 
whom, through the payment of pre- 
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miums, the savings of the people flow, 
can be of little help to them. The 
directors of insurance companies are 
trustees and when they invest the 
company assets they must place those 
assets in investments which they re- 
gard to be sound and in which the 
investment of insurance funds is per- 
mitted by law. They are not inter- 
ested in providing venture capital 
and their size is so great that they 
are not interested in providing the 
small credit loans which small busi- 
ness requires. It is the securities of 
large industrial and commercial or- 
ganizations or the securities of Gov- 
ernment that appeal to the adminis- 
trators of insurance-company assets, 
and our study showed that as of De- 
cember 31, 1938, the 49 largest, legal, 
reserve life-insurance companies 
owned 11 per cent of the direct and 
guaranteed debt of the United States 
Government; 9.9 per cent of all 
State, city, and municipal and politi- 
cal subdivisional debt; 22.9 per cent 
of all railroad bonds; 22 per cent of 
the entire public-utility debt; 15 per 
cent of the industrial debt; 11 per 
cent of all farm mortgages; 14 per 
cent of all city mortgages. 

It is significant that of investments 
in which individuals are the borrow- 
ers, except in the case of policyhold- 
ers borrowing on their own policies, 
only farm mortgages and city mort- 
gages attracted insurance-company 
funds. In many instances city mort- 
gages were taken out by large or- 
ganizations, but in the case of both 
urban and rural mortgages, in which 
the natural person was a contracting 
party, the security was tangible real 
property. 

The assets of insurance companies 
increased in the period between 1910 
and 1938, less than 3 decades, from 
$3,867,000,000 to $27,755,000,000, 
or almost sevenfold, and the annual 
income of these companies now ex- 
ceeds $5,000,000,000, thus approxi- 
mating the annual receipts of the 
Government of the United States it- 
self. To put it in another way the 
annual income of the companies to- 
day is greater than all the assets were 
28 years ago. The striking fact is 
that the 5 largest life-insurance com- 
panies own more than half of all in- 
surance-company assets, * * * 

The Congress of the United States 
has been reluctant to use the com- 
mercial power to impose rigid regu- 
lation upon the business activity of 
the citizen, either as an individual or 
in groups, and laws have been en- 
acted only when abuses became so 
great that they could no longer go 
without a remedy. In the courts, as 
well as in the legislatures, we have 
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preferred to keep our governmental 
functions as close to the people as 
possible. 

This explains decisions like Paul 
against Virginia and New York Life 
Insurance Co. against Deer Lodge. 
In each instance a State statute was 
being construed and the court was 
not oblivious of the fact that to in- 
validate the statute would mean to 
destroy a regulation in the public 
interest which the States had deemed 
it wise to impose in a field in which 
the Federal Government had not yet 
acted. The fact that the Federal 
Government does not exercise a 
power granted to it by the Constitu- 
tion does not, of course, deprive the 
Federal Government of that power 
and the history of our business legis- 
lation demonstrates conclusively that 
as business becomes more and more 
concentrated, as it becomes more na- 
tional and international in its scope, 
the inevitable result is the expansion 
of the Federal power. * * * 

This distinction is not in fact of 
any great importance as long as the 
Government belongs to the people. 
The important distinction is the line 
which divides the rights of the indi- 
vidual from the collective power of 
groups of individuals, whether that 
collective power is exercised by busi- 
ness or Government organizations. 
When it is oppressively exercised by 
business organizations it takes on the 
vices of monopoly. When it is arbit- 
rarily exercised by Government it 
assumes the vices of tyranny. The 
mistake which is being made in the 
totalitarian states of Europe is the 
belief that only arbitrary government 
can furnish an antidote for the fail- 
ure of huge business organizations to 
provide social justice. Arbitrary gov- 
ernment is not the remedy for arbit- 
rary economic power. It is not nec- 
essary to substitute collectivism in 
government, run by political dicta- 
tors, for collectivism in business, run 
by economic despots. It is only nec- 
essary to learn how to adjust the 
huge economic power represented in 
the modern corporation to the social 
needs of the natural person. 


Excerpts From Address 
By SUPT. LOUIS H. PINK 


Before the Assembly of the American Bar 
Assn. Convention, Philadelphia, Pa., 
Sept. 11, 1940. 

HE query as to whether the su- 
pervision of this great financial 
structure, so important to the life- 
blood of the nation, should be federal 
or state is not a new one. Yet in the 
earliest days there was no thought 
of federal supervision. The problems 
(Continued on page 25) 
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Mutual Progress Told At 


Cincinnati Convention 


LOSE to a half century ago 
¢ the first mutual convention 

was held and every year since 
that time the group has come to- 
gether with larger and larger attend- 
ance until now the average number 
registered runs around the thousand 
mark. The 1940 Convention was 
held at Cincinnati, Ohio, during the 
week of September 16 at the Neth- 
erland-Plaza Hotel and the tradi- 
tional success of mutual gatherings 
was never better demonstrated. This 
was abundantly evidenced by a 
glance at the badges which showed 
that mutual delegates had come from 
every section of the United States 
and even the far West was repre- 
sented by a score or more. 

Emphasizing the vitality of mutual 
insurance a breakfast was given by 
the Century Club, an organization of 
hundred-year old mutuals, many of 
which go back far beyond 1840, one 
of them, the Philadelphia Contribu- 
tionship, proudly bearing an incor- 
poration date of 1752. 

The program of the convention 
proceedings covered such a multi- 
plicity of subjects and events that a 
thirty-two page booklet was required 
to name them all. Individual men- 
tion would be impractical in a brief 
report which must be summarized 
for our readers and, therefore, as in 
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other years, we will set down the 
highlights of the activities of the vari- 
ous groups and divisional meetings. 

The Mutual Convention, being a 
joint enterprise of the National As- 
sociation of Mutual Insurance Com- 
panies and the Federation of Mutual 
‘ire Insurance Companies, held sev- 
eral general sessions under the chair- 
manship of L. G. Purmort, head of 
the Central Manufacturers of Van 
Wert, President of the Association, 
at which technical and inspirational 
speeches were made and reports pre- 
sented revealing the excellent prog- 
ress the mutuals have made in the 
past year. 

In his presidential address Mr. 
Purmort called attention to the re- 
cent published statistics which show 
the fire insurance premium volume 
of mutual companies to be increasing 
steadily, while that of stock insur- 
ance carriers is decreasing. 

“The trend is definitely toward 
participating insurance, be it fire, 
life, or casualty,” he asserted. “You 
know it, our competitors know it, 
but most important of all, the insur- 
ance-buying public knows it. With 
this awakening to the benefits of mu- 
tual insurance on the part of the 
owners of good property comes in- 
creased opportunity for good mutual 
salesmen, agents, underwriters, en- 
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gineers, and specialists of all kinds 
to better handle and service this ever- 
increasing volume. Truly, mutual in- 
surance at the present time offers a 
wonderful opportunity to earnest and 
ambitious young men who join our 
cause and devote their business lives 
to reduction of needless waste and to 
lowering of insurance costs.” 

Likewise there was an evening of 
entertainment on the _ eighteenth 
which brought out an enthusiastic 
crowd that roundly applauded a well 
selected olio of attractive and mirth 
provoking features. 

Work upon more detailed problems 
was done in the sessions of the City 
and Town Group, the Hail Group, 
the Farm Group, the Windstorm 
Group, the Automotive and Casu- 
alty Group, the Advertising-Sales 
Conference and in the Executive and 
Open Meetings of the Federation 
and the Association—each of the lat- 
ter two having special problems to 
solve. 

Beyond these groups the Ladies’ 
Auxiliary, numbering several hun- 
dred in membership, was busy with 
receptions and teas and formal meet- 
ings, presided over by the President, 
Mrs. O. E. Hurst, of Lexington, 
Kentucky. The ladies were also en- 
tertained by trips about the Cincin- 
nati business district and suburbs 
during which historical spots were 
visited and a number of the Queen 
City’s industries, including the Rook- 
wood Pottery, were inspected. 

The convention’s climax was the 
banquet on the evening of the nine- 
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teenth, an event that overflowed the 
large Hall of Mirrors and proved one 
of the most outstanding of all of the 
long list of such occasions which 
have continually made a record for 
mutual hospitality. The banquet 
speaker was Mr. James S. Kemper, 
President of the Lumbermens Mu- 
tual Casualty of Chicago and of 
other mutual companies and_ the 
1940-41 President of the Chamber 
of Commerce of the United States. 
The full text of Mr. Kemper’s ad- 
dress as well as excerpts from the 
papers of speakers at other meetings 
of the convention will be found in 
another portion of this Journal. 

At the Advertising-Sales Lunch- 
eon, held during the noon hour of 
the eighteenth, Mr. Tom Collins of 
the Kansas City Journal, completely 
won the large crowd by his genial 


treatment of the theme of “Success- 
ful Worry.” 
The Automotive and Casualty 


Groups held their meetings under the 
directing hand of the Chairman, 
Janes R. Otto, Treasurer of the 
Auto Owners Insurance Company 
of Lansing, Michigan. There were 
reports by various committees, panel 
discussions taking up many topics, 
and on the first day an address on 
“Objectives and the Need for Or- 
ganization” by Eugene Hensel, Gen- 
eral Counsel, Farm Bureau Mutual 
Automobile Insurance Company of 
Columbus, Ohio. On the eighteenth 
there was a joint session with the 
City and Town Groups with Donald 
A. Tripp, Assistant Secretary of the 
Illinois Mutual Fire Insurance Com- 
pany sharing the gavel. This meet- 
ing was devoted to general subjects 
ranging from “Investments” to the 
“The Superiority of Mutual Insur- 
ance.” 

On the afternoon of the nineteenth 
there were addresses on underwrit- 
ing by Mark Bailey of the Motorists 
Mutual Insurance Company of Co- 
lumbus and Robert Ickes of the Auto 
Owners of Lansing. This was fol- 
lowed by a symposium on account- 
ing, participated in by Robert Mead 
of the State Farm Mutual of Bloom- 
ington, and D. Ray Higgins of the 
larmers Mutual Liability of Indian- 
apolis; a similar discussion on 
“Claims” was handled by Harley 
McNeal, an attorney of Cleveland, 
and Ray L. Burnside of the Pinker- 
‘on Detective Agency of Indianapolis. 


Officers elected for the coming 
year were: 

President—Fred C. Cromer, secre- 
tary, Los Angeles Mutual Fire Insur- 
ance Company, Los Angeles, California. 

Vice-President—J. H. R. Timanus, 
secretary, Philadelphia Contribution- 
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At the Century Club breakfast: (Top row, left to right) J. F. Van Deventer, secretary, Mutual 
Fire Insurance Co. of Chester County, Coatesville, Pennsylvania; Karl E, Greene, president, 
Berkshire Mutual Fire Insurance Company, Pittsfield, Mass.; John A. Arnold, vice-president, 
Glen Cove Mutual Insurance Co., Glen Cove, N. Y.; E, C. Nichols, secretary, Cambridge 
Mutual Fire Insurance Co., Andover, Mass.; Arthur L. Keigler, assistant secretary, Baltimore 
Equitable Society, Baltimore, Md.; A. C. Hawes, secretary, Cincinnati Equitable Insurance 
Co., Cincinnati, Ohio; H. H. Gilkyson, president, Mutual Fire Insurance Co. of Chester County, 


Coatesville, Pa. 


(Bottom row) Burton S. Flagg, president, Merrimack Mutual Fire Insurance 


Company, Andover, Mass.; Charles J. Livingood, director, Cincinnati Equitable Insurance Co., 

Cincinnati, Ohio; J. H. R. Timanus, secretary, Philadelphia Contributionship, Philadelphia, 

Pa.; Harry Harrison, secretary, Worcester Mutual Fire Insurance Company, Worcester, Mass.; 
W. F. Lester, secretary, New London County Mutual Fire Insurance Co., Norwich, Conn. 





ship for the Insurance of Houses from 
Loss by Fire, Philadelphia, Pennsyl- 
vania. 

Secretary—Harry P. Cooper, secre- 
tary, Indiana Farmers Mutual Insur- 
ance Company, Indianapolis, Indiana. 
(Reelected.) 

Treasurer—F. B. Fowler, president, 
Indiana Lumbermens Mutual Insurance 
Company, Indianapolis, Indiana. (Re- 
elected.) 

Members of the Board of Directors 
—Harry S. Evans, president, Allied Mu- 
tual Casualty Company, Des Moines, 
lowa; C. E. Twitchell, president, Min- 
nesota Implement Mutual Fire Insur- 
ance Company, Owatonna, Minnesota; 
W. E. Straub, president, Farmers Mu- 
tual Insurance Company, Lincoln, Ne- 
braska; and A. E. Anderson, secretary, 
Norwegian Farmers Mutual Insurance 
Company, Cottonwood, Minnesota. 

‘The election of Mr. Cromer as 
president of the Association proved a 
popular choice. [or years he has 
been one of the stalwarts of the As- 
sociation and has held various offices 
in the organization. One of the most 
significant tributes to him is the fact 
that he is so well liked by those who 
know him best. The California dele- 


, gation, thirty strong, in an incidental 


celebration of their own presented 
Mr. Cromer with a ship’s clock to 
grace the cabin of the neat cruiser 
that is his recreational hobby. The 
clock was inscribed as the gift of the 
California County Mutual Fire In- 
surance Companies. 
ee @ 

HE Farm Group was probably 

the most largely attended of all 
of the convention meetings. In the 
chair was W. R. Rowe of the North- 
ern Neck Mutual of Irvington, Vir- 
ginia. This meeting took up matters 
dealing with inspection, merit rating, 





consideration of various governmen- 
tal projects, the speakers being Earl 
H. Meyer of the Indiana Farmers, 
Julius C. Schultz of the Herman Mu- 
tual of Iron Ridge, Wisconsin, Gor- 
don Bubolz of the Home Mutual of 
Appleton, Wisconsin, John Evans of 
the Farmers Mutual Reinsurance of 
Grinnell, Iowa, Henry B. Gibbel of 
the Lititz Agricultural Mutual of 
Lititz, Pennsylvania, Harry I*. Gross 
of the Iowa Mutual Tornado Insur- 
ance Association of Des Moines. 

The Group also listened to papers 
by guest speakers. Dr. Kenneth R. 
Hunter, Associate Agricultural Eco- 
nomist of the Farm Credit Adminis- 
tration, talked on “Lightning as a 
Farm Mutual Program”; Dr. Whit- 
on Powell, Professor of Business 
Management, Cornell University, 
commented on his research concern- 
ing “The Mortgaged Farm” ; George 
C. Hays, Manager, Insurance De- 
partment, the Federal Land Bank of 
Louisville, spoke on “The arm Mu- 
tual Policy as Collateral.” 

The City and Town Group with 
Donald A. Tripp as Chairman spe- 
cialized in its first session on round 
table discussions. Specific topics and 
speakers at the second session of the 
meeting were “How We Produce 
Business” by R. D. Austin -of the 
lowa Hardware Mutual, “Basis and 
Rate of Agents’ Commissions” by 
Herbert W. Roehr of the Cream City 
Mutual of Milwaukee, “Facts the 
Prospective Member Should Know” 
by W. Dean Johnston of the Orange 
County Farmers Mutual of Santa 
Ana, California, “Reasonable Re- 
quirements for Moral Hazards” by 
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FRED C. CROMER 


Newly elected President National Assn. of Mutual Insurance Companies 


W. I. Lester of the New London 
County Mutual of Norwich, Con- 
necticut, ““A.B.C.’s of Inland Marine 
Insurance” by Thomas Holloran of 
the Grain Dealers National of Indi- 
anapolis, “Motor Truck Cargo” by 
W. H. Rodda Manager of the Mu- 
tual Cargo Pool of Washington, 
D. C., “Debunking the Bunk” by 
Charles T. Coats of the Indiana Mu- 
tual of Indianapolis. 


Speakers at the luncheon of the 
Grange Mutual Insurance Compa- 
nies were, beside Walter Kirk, Mas- 
ter of the Ohio State Grange, who 
presided, C. V. Campbell of the 
Licking County Patrons Mutual of 
Newark, Ohio, H. M. Stanley of the 
New York State Grange, R. M. 
Stanton of the Capital District 
Grange of Greenville, New York, 
and Honorable Louis J. Tabor, Mas- 
ter of the National Grange. 


At the general session on the eigh- 
teenth, Russell Weisman, Associate 
Editor and Financial Columnist of 
the Cleveland Plain Dealer, who is 
also Professor of Business and Eco- 
nomics at Western Reserve Univer- 
sity, spoke on present day economic 
trends and Commander Knefler Mc- 
Ginnis of the United States Navy 


held close attention by his talk on 
“Navy Problems of Today.” 

At an earlier general session the 
chief speakers were Dr. V. N. Val- 
gren, Principal Agricultural Econo- 
mist of the Farm Credit Administra- 
tion who presented “The Underlying 
Factors in Farm Mutual Success” 
and Dr. Richard C. Steinmetz, Chief 
Special Investigator of the Mill Mu- 
tuals Fire Prevention Bureau who 
traced the progress of the “War 
Against the Arsonist.” 


Challenging the farm group for the 
record of attendance at meetings was 
the session of the Windstorm Group. 
The Chairman was William C. Chil- 
dren of the lowa Mutual Tornado 
Insurance Association of Council 
Bluffs, whose opening address had 
to do with “The Essentials of Sound 
Economical Windstorm Protection.” 
Another principal address on the pro- 
gram was “Mutual Insurance as Af- 
fected by Governmental Activities 
and Agencies” by O. E. Hurst of the 
Hurst Home Insurance Company of 
Lexington, Kentucky. Round table 
discussions and comments on_ the 
formal speeches enlisted the efforts 
of a long list of those prominent in 
the windstorm mutual organizations. 





Of similar importance but with 
smaller attendance was the meeting 
of the Hail Group of which W. A. 
Rutledge of the Farmers Mutual 
Hail of Des Moines, was chairman. 
Leaders in the round table discussion 
which followed the address of the 
Chairman were: C. Fred Morgan of 
the Square Deal Mutual Hail of Des 
Moines, J. H. Kelker of the Farmers 
Mutual Reinsurance Company of 
Chicago and Gordon Bubolz of the 
Home Mutual of Appleton. The 
Hail Group also held a breakfast, the 
feature of which was an address by 
Honorable Charles E. Reed of Des 
Moines. 

The traditional past presidents’ 
breakfast was held on the morning 
of the eighteenth at which several 
informal talks were made, including 
remarks by A. E. Anderson, Chair- 
man, of Cottonwood, Minnesota, and 
W. E. Straub of Lincoln, Nebraska, 
Secretary. 

The Federation of Mutual Fire In- 
surance Companies, took up several 
subjects dealing with the general 
writing mutuals, mostly in executive 
sessions. Resulting was a strengthen- 
ing of the organization’s function to 
act quickly and effectively on com- 
mon problems that may arise. A re- 
port of the progress made by the 
members of the Federation in volume 
of business done revealed some very 
satisfying figures. Officers elected 
were : 

President—J. H. R. Timanus, Secre- 
tary, Philadelphia Contributionship for 
the Insurance of Houses from Loss by 
Fire, Philadelphia, Pa. 

Vice-President—-L. A. Mingenbach, 
President, Hardware Dealers Mutual 
Fire Ins. Co., Stevens Point, Wisconsin. 

New Members of Governing Board— 
J. J. Fitzgerald, President, Grain Deal- 
ers National Mutual Fire Insurance Co., 
Indianapolis, Indiana; G. A. McKinney, 
President, Millers Mutual Fire Insur- 
ance Association, Alton, Illinois; E. E. 
Wehman, Jr., Secretary, Carolina Mu- 
tual Insurance Company, Charleston, 
South Carolina; L. A. Mingenbach, 
President, Hardware Dealers Mutual 
Fire Insurance Company, Stevens Point, 
Wisconsin; and C. H. Keating, Presi- 
dent, Lumbermens Mutual Insurance 
Company, Mansfield, Ohio. 


Excerpts From Address 
By PERCY BUGBEE 
GENERAL MANAGER, NATIONAL 
FIRE PROTECTION ASSN. 


Before the 45th annual convention of the 
National Assn. of Mutual Insurance Compa- 
nies, Cincinnati, Ohio, September 17, 1940. 
HE present picture of fire waste 
is nothing to be very complacent 
about. There has been no appreciable 
reduction in the loss of life from fire 
that we can discern in recent years. 
While the best we can do is to make 

















a good guess, the indications are that 
approximately 10,000 die and 17,000 
more are seriously burned by fires 
every year. Some improvement is in- 
dicated in the amount of property de- 
stroyed, as there has been a reduc- 
tion from the peak period of the 
1920’s when our losses were running 
between 500,000,000 and 600,00,000 
dollars a year to a present level of 
somewhat under $300,000,000. We 
estimate that there are in the neigh- 
borhood of 660,000 fires a year in 
the United States and of these the 
majority appear to be caused by sim- 
ple and well known hazards. [or 
instance, we estimate that there were 
90,000 fires due to careless smoking, 
63,000 fires due to sparks on wood 
shingle roofs, 54,000 fires due to de- 
fective or overheated chimneys and 
flues and 47,000 fires due to the mis- 
use of electrical appliances and defec- 
tive electric wiring. 

The indications are that the great 
proportion of fires occur in homes; 
in fact about 390,000 of the 660,000 
fires. Loss of life and property from 
fire in homes is out of proportion and 
the problem of how to reduce farm 
and home fires still largely lies ahead 
of us. 

I do not wish to imply from what 
I said above that progress in fire con- 
trol has not been made. There is 
ample evidence that the general 
knowledge about fires and fire con- 
trol is vastly increasing year-by year. 
When the National Fire Protection 
Association was organized forty-five 
years ago there was practically no 
general information or technical 
standards relative to fire waste in 
this country. Today our Association 
has approximately 50 technical com- 
mittees constantly studying every 
phase of fire protection, fire preven- 
tion, fire hazards and building con- 
struction and the body of technical 
information developed by these com- 
mittees over this period of years is 
truly enormous. Aside from the tech- 
nical knowledge of fire problems, 
other developments of importance in 
fire prevention have been taking 
place. Within the past decade there 
has been a very large increase in the 
amount of training provided to fire- 
men, both paid and volunteer, and 
now in nearly every state in the 
(Union some facilities have been made 
for training firemen. Another ex- 
tremely important development has 
been the change in attitude of our 
fire fighting forces from purely fire 
extinguishing agencies to fire preven- 
tion agencies. Nearly every major 
city fire department, for instance, has 
an organized bureau of fire preven- 
tion and the men are inspecting prop- 
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erties to discover and eliminate fire 
hazards. That situation was not 
dreamed of twenty-five years ago. A 
refinement in the idea of inspections 
by firemen with which we are very 
vitally concerned is the idea of an in- 
spection of all homes by firemen. A, 
man’s home is his castle and the pro- 
cedure to carry out home inspections 
must be done with consideration and 
tact, but we have found that wherever 
fire departments do carry on this 
work and it has been done by small 
volunteer fire departments as well as 
fully paid departments, that extreme- 
ly satisfactory results in reduced haz- 
ards and losses are secured at no 
extra expense to the community. We 
are promoting this idea of home in- 
spections on an annual or semi-an- 
nual basis by fire departments to the 
limit of our abilities. 

There has been marked improve- 
ment in legislation toward fire con- 
trol. I mean by that, the adoption 
of better building codes and fire pre- 
vention codes by cities and _ states. 
Constant progress in the art of build- 
ing construction and the control of 
fire hazards is being made and this 
progress must be stimulated and 
backed up by a constant improve- 
ment in local legislation, One im- 
portant development in meeting this 
type of problem has been the organi- 
zation by my Association of a sec- 
tion for state fire marshals, city fire 
marshals and chiefs of fire prevention 
bureaus. These men are on the front 
lines when it comes to carrying out 
measures to reduce fire hazards and 
through their organization a great 
deal of good has been and will con- 
tinue to be accomplished. 

Another phase of progress in fire 
control has been in the development 
of procedures for the control of in- 
cendiarism. The majority of our 
states now have the model arson law 
sponsored by our Association and 
procedures in the investigation of 
fires and the apprehending of pyro- 
maniacs and arsonists have steadily 
improved. 

Another development of great im- 
portance in recent years has been the 
organization of the volunteer firemen 
of the country by our Association. 
There are ten times as many volun- 
teer fire departments as paid depart- 
ments and a very substantial propor- 
tion of the wealth of this country is 
dependent upon volunteer fire de- 
partments for fire protection. Much 
of the early work in fire control was 
concentrated upon the large cities 
and only recently has it been fully 
recognized that the country and rural 
areas furnish substantial fire losses 
and that more and more attention 
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must be devoted to better organiza- 
tion and procedure in those areas.*** 

It does not seem to me beyond the 
realm of reason to expect that some 
day a person that is indifferent and 
careless of fire may be recognized as 
a public offender and dealt with ac- 
cordingly. The practice of personal 
responsibility for fires has not been 
as yet adequately recognized in this 
country. Here in Cincinnati it is so 
recognized, perhaps that is one rea- 
son for Cincinnati’s excellent record 
in fire prevention work. As I have 
indicated already, we have adequate 
methods developed for dealing with 
the person who deliberately sets fires. 
We ought to have machinery to take 
care of the persons who are careless 
and indifferent to the public safe- 
ty. * K 

e @ ®@ 
Excerpts From Address 
By DR. RICHARD C. STEINMETZ 


CHIEF SPECIAL INVESTIGATOR, MILL MUTUAL FIRE 
PREVENTION BUREAU, CHICAGO, ILLINOIS. 


Before the 45th annual convention of the 
National Assn. of Mutual Insurance Compa- 
nies, Cincinnati, Ohio, September 18, 1940. 


HE arrets for arson and kindred 

crimes in the United States and 
its possessions as reported to the led- 
eral Bureau of Investigation of the 
United States Department of Justice 
are increasing. Furthermore, the per- 
centage of those convicted for this 
crime is also increasing annually al- 
though in all probability convictions 
are obtained in more than half of the 
cases as the result of confessions and 
guilty pleas rather than by the pro- 
cedure of those accused standing trial 
and being found guilty by the court 
or jury. 

There are at least three arsonists 
arrested in the United States every 
day of the year, but that is no indi- 
cation of the number of incendiary 
fires which occur daily. It has been 
estimated that the average cost of 
fires due to incendiarism is $950 
whereas the average cost of fires due 
to some of the other common causes 
are: Smoking and matches, $186; 
Heating, etc., $260; Flammable liq- 
uids, $286; Unknown, $333; Elec- 
trical, $472; Sparks from machinery, 
friction, $585. 

The damage done by the arsonist 
in this country today is estimated to 
be in excess of $150 per minute. 

Arson is unquestionably the most 
difficult crime to detect, but is one 
of the easiest crimes to perpetrate. 
The motives for arson are more 
numerous than are the motives for 
any other crime. The methods em- 
ployed by the arsonist to commit the 
crime are far more varied than those 


(Continued on page 22) 
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Ad-Sales Conference 


KED LAHR, advertising man- 

ager of the Indiana Lumber- 
men’s Mutual Insurance Company, 
Indianapolis, Ind., was elected presi- 
dent of the Mutual Insurance Ad- 
vertising-Sales Conference for the 
coming year at that organization’s 
tenth annual meeting, which was held 
at Cincinnati, September 16-17-18, in 
conjunction with the annual meet- 
ings of the National Association of 
Mutual Insurance Companies and of 
the Federation of Mutual Fire In- 
surance Companies. Frank M. 
Davis, advertising manager- of the 
Utica Mutual Insurance Company, 
Utica, N. Y., was named vice-presi- 
dent, and D. W. Sperry, advertising 
manager of the Minnesota Imple- 
ment Mutual Fire Insurance Com- 
pany, Owatonna, Minn., was chosen 
secretary. 

Subjects discussed at the three-day 
session were the responsibility of 
management to salesmen; insurance 
knowledge as the key to sales; se- 
lection, education, direction, and con- 
trol of salesmen; what is to be ex- 
pected of insurance advertising ; and 
how results are to be obtained from 
advertising. 

A feature of the Conference was 
the annual exhibit of examples of 
mutual advertising used over the 
past year, the competition attracting 
a larger number of entries than ever 
before. Names of companies winning 
awards follow—the first number de- 
notes first prizes, the second number 
second prizes, and the third number 
honorable mentions : 


Farm Companies 
State Farm Mutuals, 4-3-3; Shel- 
by Mutual Plate Glass Ins. Co., 
4-2-4: American Farmers Mutual 
Auto. Ins. Co., 3-3-1; Indiana Union 
Mutual Ins. Co., 3-1-1; Auto Own- 
ers Ins. Co., 3-1-0; Pioneer Reserve 
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Mutual Fire Ins. Co., 3-0-2; Indiana 
Farmers Mutual Ins. Co., 1-1-2; In- 
tegrity Mutual Ins. Co., 1-1-1; 
Square Deal Mutual Ins. Assn., 
1-1-0; Farmers Alliance Ins. Co., 
1-1-0; Austin Mutual Ins. Co., 1-0-1; 
Pennsylvania Federation of Mutual 
Fire Ins. Cos., 1-0-0; Donegal & 
Conoy Mutual Fire Ins. Co., 1-0-0; 
Preferred Mutual Fire Ins. Co., 
1-0-0; State Mutual Fire Ins. Co., 
0-2-2; Farmers Mutual Liability Co., 
0-1-1; Harleysville Mutual Casualty 
Co., 0-1-0; Big Rock Township Mu- 
tual Fire Ins. Co., 0-1-0; Pittsfield 
Farmers Mutual County Fire Ins. 
Co., 0-1-0; Citizens Fund Mutual 
Fire Ins. Co., 0-1-0; Conestoga Mu- 
tuals, 0-1-0; Mutual Fire Ins. Co. of 
Chester County, 0-1-0; Security Mu- 
tual Fire Ins. Co., 0-1-0; National 
Citizens Mutual, 0-1-0; Motorists 
Mutual Ins. Co., 0-1-0; Farm Bu- 
reau Ins. Cos., 0-0-2; Hurst Home 
Ins. Co., 0-0-1; Michigan Mutual 
Automobile Ins. Co., 0-0-1; North 
Star Farmers Mutual Ins. Co., 0-0-1 ; 
Mutual Automobile Fire Ins. Co., 
0-0-1. 


Alliance Companies 

Northwestern Mutual Fire Assn., 
10-11-4; Liberty Mutual Ins. Co., 
10-4-4; Central Manufacturers Mu- 
tual Ins. Co., 7-2-4; Employers Mu- 
tuals, 6-11-4; Lumbermens Mutual 
Casualty Co., 4-7-9; American Mu- 
tual Liability Ins. Co., 4-4-0; United 
Mutual Fire Ins. Co., 4-3-2; Feder- 
ated Hardware Mutuals, 3-3-5; Mill 
Owners Mutual Fire Ins. Co., 3-3-3; 
Utica Mutual Ins. Co., 3-2-4; Hard- 
ware Mutual Casualty Co., 2-4-6; 
Michigan Mutual Liability Co., 
2-3-5; National Retailers Mutual 
Ins. Co., 2-3-3; Hamilton County 
Mutual Fire Ins. Co., 2-3-1; The 
National Mutual Ins. Co., 1-2-0; 
Millers Mutual Fire Ins. Co. (Har- 
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risburg), 1-1-3; Indiana Lumber- 
mens Mutual Ins. Co., 1-1-1; Millers 
Mutual Fire Ins. Assn. (Alton), 
1-0-2; Mill Mutuals Agency (Lan- 
sing, Mich.), 1-0-1; Central Mutual 
Casualty Co., 1-0-1; Grain Dealers 
National Mutual Fire Ins. Co., 1-0-1; 
National Jewelers Mutual Fire Ins. 
Co., 0-2-0; Badger Mutual Fire Ins. 
Co., 0-1-0; Lumbermens Mutual Ins. 
Co., 0-1-0; Michigan Millers Mu- 
tual Fire Ins. Co., 0-0-1. 





C. M. Westbrook Heads 
Mutual Agents Association 


CONTINUATION OF AN ACTIVE MEM- 
BERSHIP CAMPAIGN, AND THE PRO- 
motion of an increased interest in in- 
surance education for producers, will 
be among the more important objec- 
tives of the National Association of 
Mutual Insurance Agents during the 
coming year it was indicated at the 
close of the organization’s annual 
convention held recently in Washing- 
ton, D. C. An effort will be made not 
only to increase the membership of 
the national association, but to or- 
ganize new state groups in such 
states as Alabama, Florida, Iowa, 
Texas, California, and Arkansas. 
New state associations were chart- 
ered last year in New York, New 
Jersey, and Mississippi. 

C. M. Westbrook, of Charlotte, 
N. C., was elected president of the 
National Association of Mutual In- 
surance Agents at the convention, 
and it was announced that Charlotte 
will be the scene of the 1941 annual 
meeting. New directors elected for 
five years were: W. H. Howatt, 
Springfield; G. D. Ratliff, Jackson, 
Miss.; Dudley Kincade, St. Louis; 
J. M. Zachary, Greenville, S. C.; 
B. F. Thompson, New Haven, and 
J. E. Magnus, Chicago. 

Among the convention speakers 
were G. W. Sulley, National Cash 
Register Company; H. C. Spillman, 
National Association of Manufac- 
turers; Fred W. Catlett, Federal 
Home Loan Bank Board; Alfred M. 
Best, president Alfred M. Best Com- 
pany; R. C. Baker, Mutual Fire In- 
surance Association of New Eng- 
land; J. M. Eaton, American Mutual 
Alliance; H. A. Kern, Central 
Manufacturers Mutual Insurance 
Company, and Admiral E. J. King, 
United States Navy. 

Saker pointed out the desirability 
of a united public relations effort by 
all branches of insurance, which 
would have as its object the making 
more clear to the public of the value 
of the numerous services which in- 
surance as an institution renders to 
business and society. 
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Insurance and Citizenship 


An Address 
By JAMES S. KEMPER 


PRESIDENT, CHAMBER OF COMMERCE 
OF THE UNITED STATES 


Before the annual meeting of the National 
Association of Mutual Insurance Compa- 
nies, Cincinnati, Ohio, Sept. 19, 1940. 


with a profound sense of grati- 

tude. Gratitude that I can be 
here again in the 35th year of my 
association with you in this enter- 
prise of mutual insurance. Gratitude 
also that so many of you with whom 
I have worked through the years and 
whom I admire and respect can join 
again in this annual reunion of our 
business. Gratitude too, that our 
meeting happens to be in this city 
of my forefathers, early pioneers who 
helped blaze the trail in what has 
come to be this great Midwest of 
America. The Midwest that gave to 
us Lincoln and Grant and Garfield 
and Hayes and Harrison and Taft 
and McKinley but far beyond all 
that has given to America stability, 
horse sense and devotion to the ideals 
of this republic. 

My grandfather’s grandfather’s 
church was but a stone’s throw from 
here. So was his first log cabin cut 
out of the forest that covered the 
ground on which we meet tonight. 
When I think that four generations 
have made teeming cities out of for- 
est and prairie I salute your fore- 
bears and mine who had the vision 
and the courage to make this possi- 
ble. 

And when I review the story of 
our business of insurance I rejoice 
again at the heritage that is ours. 
Self-congratulation is not a paragon 
of virtue. But I do think each of us 
in insurance may take pardonable 
pride in the contribution it and we 
have made to a better America. 

I shall not attempt a detailed re- 
cital of that contribution. But the 
passing observation certainly can be 
made that the life companies have 
taught us how to protect against dis- 
ease, the casualty companies how to 
avoid accident and the fire compa- 
nies have shown us how to prevent 
loss of property and life. All have 
contributed to cleaner, more whole- 
some and safer living. The extra 
days of health and life, the peace of 
mind, the better sanitation and phy- 
sical comforts the nation enjoys and 
to which insurance contributed so 
importantly, is not a new story to 
anyone. 

Beyond that, insurance has taught 
unselfishness—concern about family 
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and neighbor—responsibility to our 
fellows. And also thrift. Thrift that 
provides for the rainy day to come, 
thrift that has made possible savings 
banks, insurance companies, reser- 
voirs of funds to build a new nation 
—the greatest nation of all time. 

And I come to you tonight with a 
real sense of responsibility—your re- 
sponsibility and mine. “For to whom 
much is given, of him much shall be 
required.” (Luke 12-48.) 

No one can deny that insurance 
has measured up to the best tradi- 
tions of American business so far as 
our performance in our own industry 
is concerned. Policyholders and pub- 
lic have had a fair and square deal. 

3ut what is our record with re- 
spect to the time and effort we have 
given to preserve America and its 
institutions? I’ll tell you. It’s just 
about as good as that of any other 
segment of American business, and 
that’s pretty poor. The time was 
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when American business men took 
an active part in Government. But 
as the country grew this was a job 
that was passed on to someone else. 

Now we realize that the day of 
the handshaking, whiskey drinking, 
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poker losing lobbyist has passed. As 
a matter of fact, the public relations 
V.P. “ain’t what he used to be.” The 
cold facts are that if heads of busi- 
ness aren’t willing to give of their 
own time and energy to public serv- 
ice they may wake up some day to 
find that the demagogue has run 
away with the show. And if that 
happens we shall have ourselves to 
blame. 


The last thing I wish to do is to 
preach—and I say this notwithstand- 
ing a long line of ministerial ances- 
try. But I do wish in all earnestness 
to review with you some of the press- 
ing problems of our day. 

I wonder whether it has occurred 
to you that throughout all history 
rulers who have wished to divert 
the attention of their peoples from 
domestic ills have sought and usually 
found some particular thing to at- 
tack that has focused attention on 
that one thing. In Russia it was the 
aristocracy. In Italy it was the labor 
union. In Germany it was the Jew. 
In America it was business. 


In the past 314 years the Chamber 
of Commerce of the United States, a 
federation of 1,560 chambers of com 
merce and trade and industrial asso- 
ciations, with 700,000 underlying 
members, have been working inten- 
sively in an effort to carry to every 
village, town and city in the country 
the message that business as a whole 
has performed effectively and that 
without business initiative and en- 
terprise the development of the na- 
tion to its present stature would have 
been impossible. 

We have gone to the small com- 
munity (and that is where Chamber 
strength lines), and said to the gro- 
cery man there: “Mr. Groceryman, 
what sort of business men have you 
in your town? Is your hardware 
merchant, your lumberman, your 
druggist a decent fellow? And, if so, 
isn’t it reasonable to suppose that the 
same men in the same business in 
your neighboring town also are hon- 
est men, doing a good job? And, if 
that is true, can’t it be assumed that 
business men a thousand miles away, 
even in different or in larger busi- 
nesses, are worthy of trust and con- 
fidence ?” 


In other words, we endeavored to 
meet the challenge of American busi- 
ness by taking the question right out 
to business men in their own home 
communities, and we proved our case 
with undeniable facts and figures. 

Gradually we built up a new in- 
terest, a new appreciation of the part 
business had played in_ building 
America. And with that there came 
a spirit of confidence in the contribu- 
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tion business still could and should 
make in meeting the trying problems 
that confront us. 

It became obvious that any lack of 
interest of business men in govern- 
ment left the door wide open for the 
professional politician. Men began to 
understand that the recent world 
tendency has been to make the state 
and not its citizens supreme. No one 
could survey the current scene in 
America without realizing that much 
the same thing has been going on 
here. He could see, if he cared to 
look, one move after another that has 
transferred to the state, rights which 
once belonged to the citizens. Step 
by step the government of the peo- 
ple, by the people and for the people 
was becoming a government of, by 
and for the politicians. (Of course, 
you and [I still pay the bills.) 

ee @ 

N° so long ago some of the 

professors who know all the 
answers were complaining because 
too much of the national income was 
going into life insurance. I decided 
that this was a challenge an insur- 
ance man should be able to answer. 
So I checked up a bit and here’s just 
one interesting thing I found. Life 
insurance premiums in 1938 amount- 
ed to some three billion eight hun- 
dred millions of dollars. Well, 
against that I found that payrollers 
in government are collecting (or did 
collect in 1938—and I haven’t heard 
of any substantial reductions) over 
five billion five hundred millions in 
wages alone. Mind you, no expenses 
are included in that figure. Remem- 
ber that over three billion of the life 
insurance bill was paid to companies 
owned by the very policyholders who 
were making the payments. Remem- 
ber also that a large part of this 
money eventually is returned to pol- 
icyholders and their beneficiaries and 
that meanwhile it is financing all sorts 
of American business enterprises. 

Could it be that the professors be- 
lieved that it would be better for the 
country if 20 or 40 or 50 per cent or 
perhaps all of the life insurance pre- 
miums were added to the political 
payroll? 

The facts are that we have en- 
tirely too much government ; so many 
bureaus and boards and commissions 
that if more are added we'll have to 
spend so much time making reports 
and paying salaries to the report 
checkers that we'll have no time to 
earn enough to pay the taxes to sup- 
port them. 

In the past few weeks two new tax 
bills have been passed. A third may 
be proposed at any moment. The 
new taxes, whose rates already may 
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have reached the point of diminish- 
ing returns will not provide a single 
cent for the payment of the so-called 
defense bill. That is to say, the en- 
tire government income including 
revenues from the new taxes will not 
take care of our present peace time 
expenditures. Therefore, the full cost 
of rearmament becomes an added 
mortgage on every citizen, every 
building, every business. 

Now, I’m not protesting the cost 
of adequate defense. But I'm just 
Scotch enough and just Yankee 
enough to believe I am entitled to 
my money’s worth in cost of govern- 
ment as in cost of daily necessities. 
In my trustee capacity for the million 
insurance policyholders of my com- 
panies I am not willing to see the 
funds they are depending upon to 
meet the day of adversity wasted in 
government extravagance, at least 
without a protest. 

Arm we should, and in a way that 
no aggressor will dare attack us. 
But we have a right to know that 
the money for defense will be spent 
wisely and for material we need and 
can use. Don’t forget that in the last 
war we spent billions and yet no 
American shell ever was fired in 
France. 

And we are entitled also to know 
the objectives. If the responsibility 
were mine, I’m not at all sure that 
I should agree to defend Patagonia. 
Nor do I think Europe’s endless 
quarrels properly are our concern. 

Washington told us in his farewell 
address that— 

“Excessive partiality for one foreign 
nation and excessive dislike of another 
cause those whom they actuate to see 
danger only on one side. 

“Real patriots who may resist the in- 
trigues of the favorite are liable to be- 
come suspected and odious while its tools 
and dupes usurp the applause and confi- 
dence of the people (only) to surrender 
their interests. 

“Europe has a set of primary interests 
which to us have none, or a very remote, 
relation. Hence, she must be engaged in 
frequent controversies, the causes of 
which are essentially foreign to our con- 
cerns. 

Now this doesn’t mean that we 
shouldn’t sympathize with and do 
what we can properly for those 
whose interests parallel ours. But 
remembering that we went into the 
last war with the highest of motives, 
seeking nothing for ourselves, and 
recalling also the result of that war 
(the late Senator Reed of Missouri 
described it as bringing to us only 
prohibition, a huge debt and the Is- 
land of Yap, and the Jap’s wouldn’t 
even let us fortify that), recalling as 
I said the result of that war, I think 
this time we should ask to be ex- 
cused. 





But some may say—what will hap- 
pen to us when Hitler starts bombing 
Cincinnati? Well, I decided to get 
an answer to that question. It took 
a large metropolitan daily six weeks 
to make the study. Here was the 
result : 


“A foreign power, or combination ot 
powers, planning an invasion of North 
America, would have to transport a fully 
equipped army of 500,000 men, according 
to the United States naval and military 
experts. The movement of such a force, 
with the tremendous weight of equip- 
ment and supplies required by modern 
troops, would require the greatest ar- 
mada ever conceived by man. 

“The invading fleet, prepared for fight- 
ing and landing operations thousands of 
miles from its bases, would number at 
least 2,111 vessels according to naval 
estimates. Of these, 850 would be re- 
quired to carry the half million troops, 
the minimum of equipment and supplies 
for such a force, and the necessary naval 
stores. 

“Such a war transport cannot venture 
into hostile waters without an escort 
powerful enough to meet and overpower 
the defending navy and to silence shore 
guns for a landing. The fighting ships 
and their trains’ adequate for such objec- 
tives must number 1,261 vessels. Such an 
escort would match the tonnage and fire 
power of the American navy (that is, the 
navy we had until a few weeks ago). The 
escort would suffer the disadvantage of 
distant bases, and would be forced to 
bring battle to well based defenders fight- 
ing in familiar waters. 

“When naval and air bases recently ac- 
quired (by the United States from Eng- 
land) are developed the task of the in- 
vader will be tremendously increased. 
The invader’s sea communications would 
be at all times dangerously exposed to 
American long range bombers and the 
American fleet. 

“If he is to have any hopes of success 
in his shore operations, the invader, ac- 
cording to the military men, must land 
the entire force of 500,000 men, supplied 
for a minimum of 15 days. After that he 
must maintain supply lanes over a wide 
ocean. It would be a naval problem 
without parallel in history.” (If you 
would like to have the breakdown of 
battle ships, heavy and light cruisers, 
airplane carriers, destroyers, submarines, 
mine layers, mine sweepers, supply ships, 
transport ships and freighters, fuel ships 
and — I shall be glad to give it to 
you. 


HO could tackle such a job? 

Certainly not Germany or 
Japan, particularly with the large 
task of digesting which lies immedi- 
ately ahead of each. Nor could any- 
one else, unless we deplete our own 
protective equipment more than we 
should. 

The whole situation calls for calm 
deliberate action. Hysteria has no 
place in the picture. It seems to me 
that Lincoln gave us a fine example 
of how critical situations should be 
met in his handling of the Trent in- 
cident in the Civil War. 

You will recall that when Mason 
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and -Slidell, who had been sent by the 
Confederacy as Commissioners to 
England and France, were picked up 
on the high seas by a Union ship— 
Lincoln decided to release them. This 
brought storms of protest from most 
of his associates and from a large 
number of newspapers and citizens 
who thought that he should imme- 
diately declare war upon England. 
To me his reply was a classic— 
“We'll fight one war at a time.” 

At one Cabinet meeting he had all 
his advisers but one against him. 
This reminded him of a revival meet- 
ing in Illinois when a fellow with a 
few drinks too many, walked up the 
aisle to the front pew. All eyes were 
upon him but he didn’t care. He 
joined in the singing, droned 
“Amen” and as the meeting prog- 
ressed, he dozed off to sleep. Before 
the meeting was over, the Pastor 
asked the usual question, “Who is 
on the Lord’s side?” and the congre- 
gation rose en masse. When the Pas- 
tor asked, “Who is on the side of the 
Devil?” the dozing sleeper came to, 
heard part of the question, saw the 
parson standing, arose to his feet and 
said, “I don’t exactly understand the 
question, but [ll stand by you, Par- 
son, to the last. But, it seems to me,” 
he said reflectively, “that we’re in a 
hopeless minority.” 

Incidentally, he gave another great 
example of statesmanship and good 
judgment when three members of the 
United States Supreme Court re- 
signed following the recession of the 
southern states. Everyone around 
him argued that he should immedi- 
ately appoint three men whose views 
were in accordance with his own. 
Calmly and without emotion he an- 
nounced that such a course was un- 
thinkable—that the South eventually 
would return as a part of the Union, 
and that then it again should be rep- 
resented in the highest court in the 
Nation, that under the circumstances 
he would withhold filling the vacan- 
cies until the Union was reunited. 

Because it is pertinent to several 
aspects of the whole problem, please, 
listen to this from an article by John 
T. Flynn, which appeared two weeks 
ago: 

“A year ago, when war was declared 
in Europe, a movement started here to 
amend our Neutrality Act. That act had 
been passed originally upon the theory 
that should war come in Europe we 


might be drawn in if we put ourselves 
in the way of making money out of it. 
“If our ships went into war zones, if 
our bankers loaned money to England 
and France, if our neutrals traveled on 
belligerent ships, if, in short, we put 
ourselves in the way of being an eco- 
nomic ally of one of the warring powers, 
we might then reasonably expect the 
other to take pot shots at us and thus, 
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by a series of provocations, get us into 
the war. 

“The President and his Congressional 
leaders demanded certain amendments to 
that law. They said that these amend- 
ments would strengthen the law—that they 
would make us truly neutral. And when 
it was passed they told the American 
people that we were now safe from in- 
volvement in Europe’s war. 

“Since that time none of the European 
powers has committed against us any act 
of war. Not one of them has done to us 
anything to which we can take exception. 
None of them has insulted us or crossed 
our path in any way. 

“Yet in spite of that we have drifted, 
week by week, closer and closer to war. 
We have done this, not because we have 
been provoked, but because our Govern- 
ment has persistently created provocation 
after provocation.” 

That reminds me of the remark 
some member of Congress made dur- 
ing the debate on the Stinson-Knox 
appointments—‘No, we don’t wish 
to go to war—all we want to do is 
to kick their shins and spit in their 
faces.” 

Continuing, Flynn said: 

“The debates in the Senate will give 
business men who have been falling into 
the current political trap, reasons for 
pause. That trap is based upon a scare, 
carefully and expensively fostered, that 
Hitler is going to attack us. That scare 
is fraud—pure and simple. But con- 
servatives have fallen for it, hook, line 
and sinker. They support the draft. 
They support billions for planes, ships, 
arms, upon a hasty, unintelligent and pell- 
mell program. 

“Now they begin to see that there are 
lots of by-products of all this. They are 
taxes, taxes and more taxes; debt, debt 
and more debt—debt to the point of ruin.” 

We may not agree with all that 
Flynn said, but certainly it is worthy 
of our serious thought. 


HAVE diverted a bit from the 

point I wished to make. It is this. 
The rearmament program as it prop- 
erly should be called involves from 
the standpoint of national safety the 
important factor of cost, and the ef- 
fect of that cost on our national eco- 
nomy, on the spirit of our people 
and on our institutions. I have said 
many times that to me dictatorships 
in Europe more than anything else 
are receiverships. National bank- 
ruptcy brought the need for highly 
centralized control. The dictator pro- 
vided that control. When dictator- 
ship came in, representative govern- 
ment went out. 

All will agree that America should 
be fully prepared against foreign ag- 
gression. But so far as the loss of 
our liberties is concerned, I am just 
as fearful about what may happen 
to the republic if we bankrupt the 
Federal treasury. It’s no use insur- 
ing one’s house against fire if the 
premium equals the amount of the 
insurance. The premium we pay for 
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so-called defense might carry in its 
wake a result that every true Amer- 
ican would find too costly. 

There is another aspect of this re- 
armament program that should not 
be overlooked. As business men we 
cannot fail to realize that the spurt 
in business coming from this pro- 
gram does not represent sound pros- 
perity. Armament production disor- 
ganizes industry and workers. It will 
raise many problems when our fac- 
tories return to the job of making 
things that people need and can use. 

No consideration of the subject of 
defense would be complete without 
reference to that most important fac- 
tor, the spirit of the people. It gen- 
erally is conceded that this has been 
of the utmost importance in the war 
that has been going on in Europe. 
The countries which tried socialistic 
experiments in government with 
short hours, five-day weeks and all 
sorts of unemployment benefits were 
destroying and not building charac- 
ter. They learned too late that real 
accomplishment is not achieved with- 
out hard work and that work and not 
ease makes people and_ nations 
strong. I think Roy Helton ex- 
pressed it very well in the September 
issue of Harpers Magazine when he 
said: 

“The worth and permanence of democ- 
racy cannot be insured by guns, tanks, or 
dive bombers, but only by our hardihood 
as a people. Those devices, however, 
necessary, are a mere skin that like the 
human skin protects from external infec- 
tion. They do not insure the life of what 
lies within. Most people die with whole 
skins, from internal causes. At no time 
in history has any civilization or any 
form of government successfully pro- 
tected itself without strengthening its 
own fibers. Walls always fail to do the 
job alone. If outward strength were all 
that was necessary for survival the dino- 
saur would still be roaming the hills of 
Wisconsin.” 

One very nice thing about this 
particular occasion is that we have 
the ladies with us.. We owe much to 
them. In the early days of the re- 
public they stood shoulder to shoul- 
der with their men. They assisted 
in the building of the log cabin 
which was to house the family. They 
worked in the garden, they did the 
cooking and the washing. They 
learned to handle a rifle and when 
an Indian attack was on they did 
their share in repelling it. And with 
all their responsibility they had the 
courage and the stamina and the un- 
selfishness to raise families. 

My own great, great grandmother 
here in Cincinnati did all of these 
things. Much of the time when her 
husband was going through the coun- 
try on horseback ministering to the 
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scattered settlers she carried on at 
home performing his duties as well 
as hers. And she raised a family of 
10 sons and 5 daughters. Of course, 
she didn’t have much time for teas or 
bridge or golf and she didn’t get a 
chance to go to beauty parlors. Nor 
was it necessary for her to take an 
active part in politics. She was con- 
tent to be a wife to her husband, a 
mother to her children. And as her 
children grew to young manhood 
and womanhood they weren’t packed 
off to boarding schools or sent to 
play classes. No, and she didn’t 
worry about debuts nor automobiles 
nor summer and spring and winter 
vacations for them. She had her 
hands full to keep them healthy and 
honest and God-fearing. 

Now in these later days we have 
done much for womanhood. She has 
a higher place in the American pic- 
ture than anywhere else in the world 
or at any time in the world’s history 
AND she has the vote. 

I well remember the discussion and 
debates that led up to woman’s suf- 
frage. Few there were interested in 
good government who did not believe 
that with women voting, spoils poli- 
tics would be largely if not entirely 
eliminated. I fear we have not ac- 
complished all we had hoped. 

I mention these things not as a 
challenge of the millions of fine 
women in America who, like our 
wives and mothers (and I hope our 
daughters), adhere to the traditions 
of our ancestors. But I do wish to 
say that if this America which has 
given women so much, fails to 
achieve its great destiny because we 
and our children have grown soft in 
body and indifferent in mind, Amer- 
ican womanhood will be charged 
with a full share of the responsibility. 

We all, by and large, have had 
a very easy time of its these last 
few decades. But the time has come 
when we should awaken to the dan- 
gers that beset us. Rome wasn’t 
built in a day but she collapsed and 
was an easy prey to her enemies 
when her people became soft and 
self satisfied. Will our America drift 
into a similar fate? Not if we care 
enough. Not if our women standing 
shoulder to shoulder with us will 
fight the battle against the cancer 
that gnaws from within. To that 
fight may we gird our loins and di- 
rect our energies—ere it’s too late. 

I know that everyone in this room 
believes in America. And I am sure 
you will agree with me that, con- 
cerned though we may be about the 
troubles of the peoples of other na- 
tions, our first responsibility is the 
preservation of America. This job 
cannot be done by wishful thinking. 
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It will require courage and it will re- 
quire sacrifice. But it’s worth what- 
ever it may cost. 

There may be some who will ridi- 
cule us as being out of step with the 
modern world. I answer them for 
myself, and I hope for you, with 
these words of the late Senator 
Borah: 

“Those of us who have stood against 
this proposition have been taunted many 
times with being little Americans. Leave 
us the word American, keep that in your 
presumptuous impeachment, and no taunt 
can disturb us, no jibe discompose our 
purposes. Call us ‘little’ Americans, if 
you will, but leave us the consolation and 
the pride which the term American, how- 
ever modified, still imparts. 

“Take away that term and though you 
should coin in telling phrase your highest 
eulogy we would hurl it back as common 
slander. We have been ridiculed because, 
forsooth, of our limited vision. Possibly 
that charge may be true. Who is there 
here who can judge the future? 

“Time, and time alone, unerring and 
remorseless, will give us each our proper 
place in the affections of our countrymen 
and in the esteem and commendation of 
those who are to come after us. 

“If we have erred we have erred out 
of too much love for those things which 
from childhood you and we together were 
taught to revere—yes, to defend even at 
the cost of limb and life. If we have 
erred, it is because we have placed too 
high an estimate upon the wisdom of 
Washington and Jefferson, too exalted an 
opinion upon the patriotism of the sainted 
Lincoln. And blame us not therefore if 
we have, in our limited vision, seemed 
sometimes bitter and at all times uncom- 
promising, for the things for which we 
have spoken, feebly spoken, the things 
which we have endeavored to defend have 
been the things for which your fathers 
and our fathers were willing to die.” 
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employed by any other class of crim- 
inals. 

In addition to the full time and 
part time law enforcement represen- 
tatives engaged in the task of investi- 
gating fires of unknown or suspcious 
origin in the United States, there are 
also approximately one hundred full 
time investigators employed by the 
fire insurance companies to lend their 
assistance to and co-operate with the 
authorities. * * * 


It seems some of you are of the 
opinion that the investigation of a fire 
of suspicious origin tends to reflect 
on the integrity of the person or per- 
sons sustaining the loss. Of course, 
if such an investigation is not con- 
ducted by competent men, you have 
every reason for feeling as you do 
about hesitating to endorse and lend 
financial aid to such an investigating 
program. 


The arson investigation program 
of the mutual fire insurance compa- 





nies should be founded on the prem- 
ise that the investigations of fires o/ 
unknown and suspicious origin are 
conducted by the insurance compa- 
nies’ representatives as a part of the 
service rendered its policyholders. It 
should be the aim of the arson in- 
vestigator to approach his problem in 
an unbiased manner. He should be 
expected to gather available facts re- 
garding the case and conclusions 
should be drawn only after all the 
available proof has been obtained. 

As a matter of real service to the 
policyholders, it behooves the fire in- 
surance companies to spend just as 
much time and money on the investi- 
gation of cases where the motive for 
the arson is economic gain, but the 
assured is an innocent party, or 
where the fire has been set for some 
personal satisfaction, attainment of a 
goal, or furtherance of a cause, or 
when arson has been committed to 
conceal some other criminal act, or 
where a fire was set by some men- 
tally afflicted person, as is spent on 
the investigation of fires where the 
motive was economic gain and the 
assured benefited directly. * * * 

Representatives of mutual fire in 
surance companies can do a great 
deal to aid the cause in the war on 
the arsonist. The attitude of the pub- 
lic toward the crime of arson is not 
always what it should be, especially 
in certain sections of the country. 
Very often these sections and neigh- 
borhoods become so-called “hot 
spots” and the arsonist is practically 
permitted to run rampant in that ter- 
ritory. 

When such a situation is found, a 
concerted effort must be made to get 
the law abiding citizens in that sec 
tion to realize that in the final analy- 
sis they are paying the bill for the 
night riding and destruction wrought 
by their neighbors. Once they realize 
that they are paying the bill, it is 
often possible to get action which will 
definitely curb the activities of the in- 
cendiary. 


Consistent efforts should be mad 
to encourage the appointment of comi- 
petent fire marshals. Investigators 
who are well qualified to do this work 
should be given the protection of an 
acceptable civil service system. Also. 
they should be properly compensate: 
for this work which requires unusual 
professional standards if the war 
against the arsonist is to be contin 
ued successfully. 

As mutual fire insurance compan) 
representatives, we should dedicate 
ourselves to the task of doing all 
within our power to continue with 
the openly declared war against the 
arsonist. 
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Underlying Factors in 
Farm Mutual Success 


An Address 
By V. N. VALGREN 


FARM CREDIT ADMINISTRATION 
WASHINGTON, D. C. 


Before the 45th annual convention of the National 
Assn. of Mutual Insurance Companies, Cincinnati, 
Ohio, Sept. 17-19, 1940. 


HAT farm mutual insurance 

companies have on the whole 

been strikingly successful can- 
not be denied by impartial observers. 
What I shall say on the topic as- 
signed me will have particular refer- 
ence to the oldest and largest group 
of farm mutuals, namely, the farm 
mutual fire insurance companies. 
Some of my remarks will refer also 
to the closely affiliated group, the 
windstorm mutuals. 

The fire insurance group of farm 
mutuals consists, as you know, of 
about 1,950 companies. This group 
exceeds in number of organizations 
all other recognized American fire, 
casualty, and life insurance compa- 
nies whether organized on the mu- 
tual or on the stock plan. The oldest 
farm mutual fire insurance companies 
date back about 120 years and the 
average age of the entire group is 
fully 50 years. 

According to information obtained 
largely from State insurance depart- 
ments, the annual cost of insurance 
in farm mutual fire insurance com- 
panies for the past 25 years has av- 
eraged about 27 cents per $100 for 
losses and operating expenses. This 
average annual cost, it should be 
added, covers combined protection 
against fire and windstorm on about 
20 per cent of the insured property. 
The present total of insurance car- 
ried by farm fire insurance mutuals 
exceeds 11% billion dollars. This 
volume of insurance is sufficient to 
cover to 3% of its value well over 
half of the insurable farm property 
in the United States, omitting only 
farmers’ motor vehicles which are, 
or should be, insured in casualty 
companies. Farm fire insurance mu- 
tuals occupy, therefore, an important 
and well established place in Amer- 
ican insurance. ‘ 

Farmers’ mutual windstorm  in- 
surance companies also have an out- 
standing record. The companies in 
this group are fewer and younger 
but, as a rule, considerably larger 
than the farm fire insurance mutuals. 
They number at present 62 compa- 
nies whose average age is about 33 
years. Together they have over 3 


billion dollars of insurance in force. 
Another 2% billion of farm mutual 
windstorm insurance is included in 
the business of some 300 of the farm 
fire insurance mutuals, generally the 
larger companies in this group, that 
cover against both fire and wind- 
storm. The annual cost in the 62 
specialized farm mutual windstorm 
insurance companies stands at about 
12% cents per $100 of insurance for 
the entire period that such companies 
have been in operation. The oldest 
farm windstorm mutual began busi- 
ness in 1884. 

Failures among the farm fire and 
the farm windstorm mutuals have 
admittedly occurred, but such fail- 
ures have been surprisingly few when 
one considers the number of compa- 
nies that have been organized and 
the number at present in operation. 
Consolidations of two or more rela- 
tively local mutuals have occurred 
quite frequently in recent years. 
There are still weak and poorly 
managed farm mutuals here and 
there. If it were not for these, the 
record of the group would be even 
better than it is. 

My purpose at this time is to con- 
sider some of the underlying factors 
that help to account for the record 
made by the farm mutuals. By un- 
derlying factors I mean not only the 
specific methods employed by the 
farm mutual companies but also the 
conditions, circumstances, and social 
forces that have helped to make farm 
mutual insurance possible and so 
generally successful, notwithstanding 
the limited business training and ex- 
perience of many of the directors, 
officers, and managers. 


The success of farm mutuals, as 
of other voluntary institutions with- 
out monopolistic control, lies in their 
ability to give more value or service 
per dollar of cost than their com- 
petitors. The question before us is, 
therefore, what makes it possible for 
farm mutuals to give farmers good 
and needed insurance protection at 
the low average cost that I have al- 
ready indicated? What are the un- 
derlying factors in this low cost? 
Since the cost in farm mutuals, as in 
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other mutuals, consists essentially of 
losses and of operating expenses, it 
seems appropriate to classify the cost 
factors accordingly. I shall reverse 
the order, however, and discuss first 
the factors affecting operating ex- 
penses of farm mutuals. 
e@ee 

HE principal factors that have 

made possible low operating ex- 
penses in farm mutuals, as I see 
these factors, are the following: 
(1) close specialization, (2) simpli- 
city in organization, (3) good work 
for modest pay, and (4) _ broad- 
minded cooperation. These factors 
admittedly tend to overlap to a con- 
siderable extent, each one having 
something to do with the presence 
of one or more of the others. They 
seem to me sufficiently distinct, how- 
ever, to be useful in presenting my 
views and conclusions on the subject. 


Much of our economic advance in 
recent generations is due to increased 
specialization. The master of one 
trade, or one type of job in a given 
trade, can usually bring about better 
results than can the Jack-of-all- 
trades in any one of his numerous 
lines. Hence, the companies, or more 
specifically the individuals, that spe- 
cialize in the insurance of farm prop- 
erty, generally do a better insurance 
job with less waste of time and 
money than do companies and indi- 
viduals that deal with all classes of 
property or risks including rural 
risks. 

Although farmers mingle increas- 
ingly with town and city people, and 
it is highly desirable that this should 
be so, farmers and their problems 
differ materially from city people and 
their problems. A university prof- 
essor in whose classes I once sat at- 
tempted to point out this difference 
between the farmer and the city man 
in the following words: “It is the 
business of the farmer to make two 
blades of grass grow where one grew 
before; it is the business of the city 
man to make two dollars emerge 
from the other fellow’s pocket where 
only one emerged before.” Like all 
over-simplified statements this one 
does not, of course, tell the whole 
truth, but it at least hints at a sig- 
nificant difference between the job 
of the farmer and that of the typical 
city man. The farmer works and 
strives largely with nature; the city 
man—the doctor, lawyer, merchant, 
etc.—works more directly with his 
fellowmen. 

As farm business differs from 
urban business, so farm insurance 
also differs from urban insurance. 
Partly for this reason, the individual 
with a farm background who gives 
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special attention to farm insurance 
problems has generally done a better 
job than the city man who tried to 
apply his personal knowledge of 
urban insurance to farm risks. While 
its significance could easily be ex- 
aggerated, there is something in this 
specialization as applied to farm mu- 
tual insurance. 

With the business of a mutual lim- 
ited largely or entirely to simple and 
segregated farm risks and perhaps 
similar property within urban bor- 
ders, the organization can be kept, 
and generally has been kept, rela- 
tively simple and inexpensive. Such 
things as high office rents, technical 
rating bureau services, salaried spe- 
cial agents who travel about to pep 
up and assist local agents, costly legal 
services, competitive commissions, 
expensive advertising, and other 
heavy operating outlays are either 
avoided or held to modest amounts. 
This simplicity of organization is 
closely related, of course, to farm 
mutual specialization. 

With those employed to manage 
and operate the farm company rely- 
ing largely on their incidental and 
first-hand knowledge of the persons 
and the risks with which they deal, 
expensive and prolonged training is 
not necessary for effective work. 
This, in turn, tends to cause the re- 
quired compensation to be more mod- 
erate. In other words, the farmer 
through his farm mutual gets from 
his insurance officers and representa- 
tives the insurance service that he 
needs at a compensation more nearly 
comparable to the compensation that 
he himself gets for his own labor in 
managing and operating his farm. 

The fact that the farm mutual em- 
hodies cooperative principles, each 
insured being part owner of the com- 
pany and having a voice in its man- 
agement, normally gives the company 
certain substantial advantages. Al- 
though the ordinary member may not 
specifically solicit or write insurance, 
he often smooths the way for the 
agent or officer who performs these 
duties. In many other respects the 
attitude of an insured toward a com- 
pany owned by himself and his neigh- 
bors is usually more helpful toward 
the organization than that of an in- 
sured who is merely a policyholder 
and has no other personal interest in 
the company. This applies, of 
course, to all well-managed mutual 
companies, but it applies in a special 
sense to the more local and spe- 
cialized farm mutuals. 

These factors, in my opinion, help 
to explain why farm mutuals have 
generally been able to provide their 
members with dependable insurance 
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service at a relatively low operating 
expense. While commercial compa- 
nies usually find it necessary to 
spend about half of their relatively 
heavy premium charges for operat- 
ing expenses, farm mutuals usually 
spend less than a third of their much 
smaller total collections for this pur- 
pose. Most of the factors that con- 
tribute to low operating expenses of 
the farm mutuals also have an impor- 
tant bearing upon the second group 
of factors involved in low cost of in- 
surance, namely, those pertaining di- 
rectly to low loss costs. 
e@® ee 

Pepe sity the factors that directly 

affect loss costs, the following 
seem to me to merit emphasis: 
(1) avoidance of much of the moral 
hazard often involved in farm insur- 
ance, (2) elimination or avoidance 
of many of the physical hazards that 
are frequently encountered on the 
farm, and (3) fair loss adjustments 
and successful resistance to numer- 
ous nuisance claims which commer- 
cial companies often have approved 
and overpaid in an effort to buy the 
good will of policyholders. 

That the moral hazard is back of a 
very large percentage of our total 
annual fire loss on the farm as well 
as in the city, is a matter of com- 
mon knowledge. By the moral haz- 
ard we mean, of course, the danger of 
loss resulting from the wilful action 
or inaction of the insured or of 
other persons connected with the 
property. The primary direct cause 
of the moral hazard is usually a lack 
of character or of honesty on the 
part of the insured, but in the case 
of buildings, at least—and they con- 
stitute a large part of farm risks— 
there is little chance for unfair or 
criminal profit unless over-insurance 
is present. 

The farm mutuals, by reason of 
their first-hand knowledge of farm- 
ers and farm risks, have been reason- 
ably successful on the whole in 
guarding against overinsurance and 
in avoiding the moral hazard. They 
have generally succeeded better than 
commercial companies in keeping 
their lists of insureds free from un- 
scrupulous crooks. They have also, 
by conservatism in their appraisals 
and in the amounts of insurance 
granted, avoided many needless 
temptations to criminal action on the 
part of persons who are normally 
honest. 

The danger of overinsurance, as 
we know, is limited largely to insur- 
ance of buildings or, in any case, 
units of property that are covered by 
specific amounts of insurance in the 
policy. On such property the insured 


expects in case of total loss to collect 
the amount of insurance carried. 

Personal property is generally 
blanketed under given sums of in 
surance. The probability of total loss 
of all items covered is smaller than 
in the case of a building. The prob 
lem in the case of personal property 
and particularly in the case of live 
stock is more often one of insisting 
upon adequate amounts of insurance 
than one of avoiding overinsurance. 
With a large group of farm animals, 
for example, blanketed under a sin 
gle sum of insurance, and in the ab 
sence of a prorating or coinsurance 
provision, the individual usually ex 
pects and gets full payment for any 
animal that is lost. Unless the sum 
of insurance bears a reasonable rela- 
tion to the value of the group of ani 
mals, the company will fail to collect 
sufficient premiums and assessment; 
to pay for the losses incurred on such 
property. These facts and principles 
are generally recognized by farm mu 
tual men, although exceptions ar 
by no means wanting. 


That farm mutuals have been 
rather surprisingly successful in 
avoiding the moral hazard due to 
overinsurance is clearly shown by the 
record of their costs. While the aver 
age cost in these companies has in 
creased in times of extreme depres 
sion and of depreciated property 
values, such increases on the whole 
have been relatively moderate. Com 
mercial companies, on the other hand, 
have found that for whole States 
their losses on farm property in ex 
treme depression years have equaled 
or exceeded their gross premiums on 
such property. This means, of course, 
that losses have been fully twice 
what was expected when the pre 
miums were fixed, since these pre- 
miums are intended to care for an 
expense ratio of approximately 50) 
per cent. 

Farm mutuals have also, as a rule, 
avoided many needless physical haz 
ards in insured property by reason 
able inspection prior to the granting 
of insurance. Many obvious hazards 
have been required to be removed a 
a condition to membership in the 
company. To an increasing extent 
farm mutuals, in addition to the in 
spection at the time insurance is 
written, are providing for special in 
spections during the policy term as 
an added means of eliminating need- 
less hazards and keeping insured 
property reasonably safe. These mu 
tuals also are increasingly active in 
their programs of general education 
of their memberships in fire safety. 
Pertinent information and advice is 


(Continued on page 27) 
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Superintendent Pink on 
Federal Regulation 
(Continued from page 13) 


ot insurance then affected the states 
along the eastern seaboard where 
most of the insurance companies 
were located. There was no vision 
of the nationalization and even inter- 
nationalization of this great business. 
(here was nothing to make it seem a 
federal problem. Something had to 
be done to supervise and control the 
solvency and the practices of insur- 
ance companies. The states where 
the companies were incorporated 
were the natural and logical ones to 
do it. 

It was only some years later, when 
there seemed to be considerable dup- 
lication and some conflict between the 
states, that the companies longed for 
a central rather than a diversified 
control and a demand for federal 
supervision was raised. Some of the 
earlier state supervisors favored it. 
The large companies are now practi- 
cally unanimously opposed to federal 
supervision but forty years ago such 
demand as there was for federal su- 
pervision came principally from the 
large life companies. * * * 

In 1903 it was proposed to create 
a bureau of insurance in the Depart- 
ment of Commerce. This idea re- 
ceived the support of President Theo- 
dore Roosevelt. In his message to 
Congress in December, 1904, he said: 

“The business of insurance vitally af- 
fects the great mass of the people of the 
United States and is national and _ not 
local in its application. It involves a 
multitude of transactions among the peo- 
ple of the different states and between 
American companies and foreign govern- 
ments. I urge that the Congress care- 
fully consider whether the power of the 
Bureau of Corporations cannot constitu- 
tionally be extended to cover interstate 
transactions in insurance. 


Senator Dryden conducted a “Gal- 
lup poll” and sent a questionnaire to 
some eight thousand associations and 
representative individuals asking 
their opinion, and 7,454, or about 
88%, endorsed the suggestion of 
President Roosevelt. If a similar 
poll were made today it is probable 
that the result would be exactly the 
reverse, 

Both policyholders and company 
managements are undoubtedly strong- 
ly in favor of the continuation of 
state supervision. It has had its pe- 
riods of trial and error, but it has 
constantly improved and _ strength- 
ened and is now recognized as effi- 
cient and responsive to the needs of 
the policyholders in the various sec- 
tions of the country. State super- 
vision can point to “the record” 
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which is always the most convincing 
proof. 

While there were some casualties 
in the recent depression, insurance 
has come through with fewer scars 
and less loss to creditors than any 
other comparable business. * * * 

We are justly proud that in New 
York State where the companies au- 
thorized to do business carry approx- 
imately 85‘% of the life insurance of 
the nation not a single life company 
failed during or since the depression 
with loss to policyholders. Only one 
domestic fire company suspended 
business and that has been rehabili- 
tated with no loss to creditors. 

The grief of the depression came 
where it naturally would be expected, 
in the casualty companies. They were 
dependent in many lines upon expe- 
rience and business judgment rather 
than actuarial principle and when 
business crashed it was natural that 
some of these companies were not 
able to weather the storm. * * * 

Aside from the controversy stirred 
up by the investigation of the Tem- 
porary National [Economic Commit- 
tee—and I sincerely believe that that 
investigation has been helpful as it 
has made us study and think—there 
has been practically no demand for 
federal supervision since the great 
contribution of Charles Evans 
Hughes in the \rmstrong Investiga- 
tion of 1905. The Armstrong In- 
vestigation was as important to in- 
surance as was the Magna Charta 
to the growth of our liberties. Real 
insurance supervision began with it. 
There has been a new concept and 
the entire business has been on a 
higher plane ever since, 

If there was need for federal su- 
pervision it was before the Arm- 
strong Investigation. There is no 
necessity for it now. If there is no 
need, why change? Is there not al- 
ready sufficient centralization of 
power, influence and control in the 
federal government? It is probably 
the largest business corporation on 
earth. 

I realize full well that the case of 
Paul v. Virginia is not a sufficient 
bulwark against national supervision. 
The courts are more and more re- 
sponsive to the demands of the execu- 
tive branch of the government. In- 
surance may be or may not be inter- 
state commerce depending upon the 
circumstances and conditions of the 
time. * * * 

eee 


HERE is only one bulwark upon 
which state supervision can per- 
manently depend and that is the con- 
stant improvement of its efficiency. 
It must be more and more responsive 
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to the needs of the public. It must 
correct those weaknesses which from 
time to time arise. It is service and 
service alone which can make perma- 
nent the supervision of the states. 

While there is no demand or need 
for federal supervision of insurance 
at this time it is obvious that there 
must be ways in which the federal 
government and the states can coop- 
erate in making insurance sounder 
and supervision better. Where coop- 
eration is helpful it should not be 
shunned simply because it might 
open a door to the further extension 
of federal activity. 

There is a real possibility of help- 
ful cooperation in prohibiting the use 
of the mails to those fly-by-night 
companies which offer much, give lit- 
tle, and are not under the effective 
control of the insurance department 
of any state. While legitimate solici- 
tation by mail cannot be unduly re- 
stricted without great loss to strong 
and useful companies, carefully 
guarded legislation seeking only to 
bar the predetory companies would 
undoubtedly be helpful to the gen- 
eral public. While much has been ac- 
complished by the states in their 
drive against unauthorized insurers 
the use of the mails offers a loophole 
which it is difficult to plug without 
federal assistance. * * * 

The waste and delay in the liquida- 
tion of interstate insurers must be 
avoided. The National Association 
of Insurance Commissioners, with 
the active and valued assistance of 
the American Bar Association, has 
attempted to meet the problem by 
drafting a uniform law which would 
place the control in the hands of the 
domiciliary state. But after several 
years of agitation we find that this 
statute “has been accepted in only 
three or four of the states and there 
is little prospect that it will be gen- 
erally adopted throughout the coun- 
try. 

In the absence of a uniform stat- 
ute it would seem practical that the 
federal bankruptcy laws be broad- 
ened so as to permit the supervising 
authority in each state to come into 
the federal court and liquidate inter- 
state insurers there. This is, I be- 
lieve, both necessary and wise and 
yet it is fraught with danger. We 
must not open the federal courts to 
attorneys and creditors’ committees 
whose sole desire is to make profit 
out of the misfortunes of creditors 
of our insurance companies. * * * 

The opening of the federal bank- 
ruptcy courts for insurance company 
liquidations should be confined to the 
commissioners and superintendents 
of insurance of the various states.*** 
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Assuming that Paul v. Virginia 
were reversed, and that the promises 
of the two great national parties were 
forgotten, and that the public and 
the insurance companies had com- 
pletely changed their minds and de- 
sired federal supervision, in what 
form would it be practical? It takes 
no argument to show that if there is 
federal supervision there must nec- 
essarily also be some form of state 
supervision. It would be physically 
impossible for the federal government 
to competently and satisfactorily su- 
pervise insurance in all of the states 
with due regard to varying local 
needs. It would be necessary to set 
up a system of local branches sub- 
servient to the central office which 
could not efficiently act as an arm of 
the central government and at the 
same time be pliable enough to meet 
the desires and wishes of the public 
and of the insurance industry in the 
forty-eight different states. 

The answer to this question is 
perhaps found by looking to the north 
to the Dominion of Canada. * * * 

In Canada provincial supervision 
and Dominion supervision of insur- 
ance have existed side by side for 
seventy years. The earliest statutes 
granting powers over insurance com- 
panies to the Dominion and also to 
the Province of Ontario came at ap- 
proximately the same time. During 
all of these years there has been some 
overlapping and from time to time 
friction has developed, * * * 

The report of the Royal Commis- 
sion on Dominion-Provincial Rela- 
tions which was appointed to investi- 
gate and report as to what should be 
done to avoid friction and duplica- 
tion favors a clear-cut division of 
functions throughout the whole field 
of insurance law giving the provin- 
cial legislators exclusive jurisdiction 
over statutory conditions of insur- 
ance contracts and over agents, brok- 
ers and adjusters. They are also to 
have the power to supervise the fi- 
nancial affairs of all insurance com- 
panies operating solely within the 
province. The Commission recom- 
mends that the Dominion have ex- 
clusive jurisdiction for licensing the 
companies which do business in more 
provinces than one, regarding de- 
posits, prescribing the statistical re- 
turns and conducting examinations. 
This is the system which has been in 
successful operation in Canada for 
many years. * * * 

If we are to have some form of 
federal supervision in this country it 
should be confined to the examina- 
tion and certification of the solvency 
of interstate insurers and the federal 
certificate should be accepted by all 
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states. The difficulty with this is 
that the federal bureau might not 
long be satisfied with these restricted 
powers. Sooner or later would it not 
want to encroach upon the authority 
of the states? There would be a 
strong urge to experiment with forms 
of federal insurance which would 
compete directly with the private in- 
surance field. * * * 

But we must be ever mindful that 
what we are trying to do above all 
is to preserve the individual rights 
and privileges and the opportunity of 
free enterprise upon which this coun- 
try is founded. There are things 
more important than efficiency. The 
perpetuation of self-government and 
human rights is far more important. 


ee °8@ 
Excerpts From Address 
By J. REUBEN CLARK, JR. 
Before the Assembly of the American Bar 


Assn. Convention, Philadelphia, Pa., 
Sept. 11, 1940. 


fh begin with, we policyholders 
are against both l*ederal regula- 
tion and I ederal insurance, because 
we neither like nor trust the source 
from which the propaganda is com- 
ing—that alien traditioned and alien 
reared group—their siders, abettors, 
and sympathizers—to whom I have 
already referred, who just now are, 
as reads the record in Job “going to 
and fro in the earth and walking up 
and down in it.” 

I speak of them as economic pand- 
erers, friends of absolutism. I use the 
term in a spirit of playful banter— 
the same playful banter that they use 
when they refer to you gentlemen 
who have gathered a_ reasonable 
amount of this world’s good, as eco- 
nomic royalists, and the same play- 
ful banter that they use when they 
refer to the rest of us who have saved 
a very little and wish to keep it, as 
economic illiterates. 1 mean no more 
than they, and most assuredly I 
mean no less. 

We mistrust anything these friends 
of absolutism suggest to us, even 
though they be lodged in high places, 
and speak as an imperial bureau- 
cracy. 

We are alarmed at the point they 
urge for wishing a Federal jurisdic- 
tion to be set up, and they call it 
“the scope of the investment activi- 
ties” of the insurance companies. 

We policyholders do not know 
much about insurance, but we do 
know that if the companies maintain 
their ability to pay out to our bene- 
ficiaries, they must make good in- 
vestments, the very best ; we do know 





that by and large they did so in the 
past and are still doing so; we do 
know that in the past and now their 
judgment has been generally good 
and their discretion as a rule wisely 
exercised ; we do know that the offi- 
cers of the companies bear a fiduci- 
ary relationship to us policyholders 
which presses upon them with far 
more weight and a far keener re- 
sponsibility than it would weigh upon 
any friend of absolutism in a govern- 
ment bureau ; they have acted as high 
minded public servants. We have 
full trust in our present official insur- 
ance staff. If we are satisfied, whose 
business else is it? We do not feel 
the need of outside and gratuitous 
protection. * * * 

But as already stated, we policy- 
holders suspect—we have become 
suspicious over the years—that Fed- 
eral regulation, far reaching as that 
might be, is not the real end aimed 
at. We are fearful that the design is 
to take over life insurance as a Fed- 
eral activity. This would be directly 
along the line of other disrupting and 
perversive things that are now being 
done. We fear they want to cover 
into the Federal Treasury the $30,- 
000,000,000 of life insurance assets 
the companies now have, cover them 
in either as securities or as cash, the 
securities being sold. However, having 
in mind the alluring power and control 
such a great pool would give, we sur- 
mise the assets would be taken into 
the Treasury as securities and would 
be so held. This would be real money 
or its equivalent. Then as Mr. 
Scherman has recently pointed out to 
them, they could by the scratch of a 
pen, albeit deceptive and faithless, 
further reduce the gold content of 
the dollar, and so add some $50,000,- 
000,000 odd of easy money—a grand 
total of $80,000,000,000. With such 
a sum, our friends of absolutism 
could begin to carry out many more 
of their perverting schemes. * * * 


Gentlemen, it is not easy to con- 
jure a greater potential civic threat 
to our whole governmental, social 
and economic system, than the regu- 
lation or absorption of the life in- 
surance business by the Government ; 
it could be the beginning of dictator- 
ship and despotism. 

Some one will say and say fairly, 
but you are assuming the worst pos- 
sible men, driven by the lowest of 
civic morals, as the Government 
agents who would act as operators 
of these funds. 

I admit this frankly. But does all 
history hold an example of the exist- 
ence of an unholy power which was 
not seized and used by some civic 
demon ? 
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Factors in Farm Mutual 


Success 
(Continued from page 24) 


passed on to the members in leaflets 
or circulars included with assessment 
notices, in addresses at the annual 
meeting, and in other ways. Indi- 
vidual preparedness for the extinc- 
tion of incipient fires is given increas- 
ing emphasis. Community prepared- 
ness through organized rural fire 
protection is also receiving more and 
more consideration and support from 
farm mutuals. 

It is by no means my purpose to 
intimate that commercial companies 
have been inactive in these matters, 
but the results indicate that the farm 
mutuals on the whole have succeeded 
in holding down their farm fire losses 
better than have the competitors. 
Even those who might be inclined to 
dispute some of the claims that have 
been made for farm mutuals cannot 
deny that with few exceptions the 
losses per $100 in the farm mutuals 
have been greatly below correspond- 
ing losses on farm property in com- 
mercial companies. 

The third factor that we mentioned 
as bearing on the low loss rate of 
the farm mutuals, namely, fair and 
conservative adjustments, also merits 
consideration, in my Opinion. Here 
again I do not wish to claim that 
farm mutuals have been perfect and 
have never approved or overpaid 
nuisance claims, but I do believe that 
they have been more inclined than 
many commercial companies to dis- 
courage and to resist claims of this 
character. To be more specific, the 
cases in which farm mutuals have 
paid for more or less fictitious losses 
involving such things as table cloths, 
rugs, and furniture that have suf- 
fered slight cigarette burns or other 
minor damage from inexcusable care- 
lessness have been relatively few. 
Too often, in my opinion, competitors 
of farm mutuals have paid such 
claims, not as a matter of actual and 
legitimate indemnity but as a matter 
of buying good will. The use of pol- 
icyholders’ money to buy good will 
is, obviously, an abuse of insurance 
principles rather than a proper ap- 
plication of these principles, and the 
farm mutuals appear to be properly 
conscious that such a plan is par- 
ticularly inconsistent with true mu- 
tualism and effective cooperation. 

e®e @ 


N conclusion let me say that I do 
not flatter myself that I have cov- 
ered all the factors in farm mutual 
success. Furthermore, some of those 
that I have emphasized you may be 
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inclined to question. My views on 
farm mutuals and their accomplish- 
ments may perhaps be colored by in- 
herent or acquired prejudice in their 
favor. Few if any of us, it may be 
conceded, are entirely free from prej- 
udice in our views and conclusions. 

I recall, for example, an incident 
of my early youth in South Dakota. 
I had the privilege one sunny day in 
early autumn of riding with a neigh- 
bor to Sioux Falls and back. This 
ride of about 14 miles each way, in a 
lumber wagon drawn by a team of 
work horses, naturally gave ample 
time for conversation and observa- 
tion of the farms and fields that we 
passed. My neighbor, it happened, 
was an incurable optimist as to his 
own interests and was also a man of 
rather picturesque language. On our 
ride to town we passed a field on 
which the corn was turning white on 
the higher ground. My neighbors’ 
comment was: “By golly! This must 
be awfully poor sandy land. Look 
how the corn is drying up in spots!” 
On our return from town by a dif- 
ferent road we finally came along- 
side my neighbor’s cornfield and here, 
too, the corn was turning white on 
certain gravelly knolls. My neigh- 
bor, looking out over his field, re- 
marked: “By golly! My corn is be- 
ginning to ripen!” 

Even if it should be felt that I have 
overemphasized some factors in farm 
mutual success, let me remind you 
that I did not write the records found 
in the State insurance departments. 
Hence, it seems to me that if you 
question or reject the factors that I 
have stressed, it is up to you to find 
other factors to explain these official 
records of growth, endurance, and 
low average cost of farm mutual in- 
surance. 

Unless and until I am shown that 
I am wrong, I shall continue to be- 
lieve (1) that specialization, sim- 
plicity in organization, effective work 
for modest pay, and broadminded co- 
operation are outstanding factors in 
the low operating expenses of farm 
mutuals; (2) that—aided by the fac- 
tors already mentioned — general 
avoidance of the moral hazard, elimi- 
nation of needless physical hazards, 
and successful resistance to nuisance 
claims are primary factors in the low 
average loss rates of these compa- 
nies; and (3) that all these expense 
and loss factors combined account 
in large measure for the demonstrated 
ability of these mutuals to provide 
farmers with needed fire and wind- 
storm insurance at the strikingly low 
average annual cost that official rec- 
ords indicate. 

One of my regrets in connection 
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with farm mutual insurance is that 
we still have large farming areas in 
the South, several whole States in 
fact, where such insurance is not as 
yet available. In these areas most of 
the farmers, by reason of the dis- 
couragingly high commercial rates, 
continue to go without protection un- 
less they are forced to provide insur- 
ance by loan institutions or private 
lenders who hold mortgages on their 
farms. In the latter case, the insur- 
ance costs constitute a heavy added 
burden on the debtors. 

The average cost of protection in 
the farm mutuals that are now found 
in the South is admittedly consider- 
ably higher than the cost of such in- 
surance in northern states. The com- 
mercial rates in the South so greatly 
exceed those in the North, however, 
that southern farm mutuals generally 
save their members substantially 
more per $100 of insurance than do 
the northern farm mutuals. Appa- 
rently, therefore, the underlying fac- 
tors in farm mutual success that I 
have attempted to discuss operate in 
all parts of the country notwithstand- 
ing that farm risks differ from one 
section to another. 





Editorial 


(Continued from page 6) 


present regarded as difficult compe- 
tition for the stock insurance car- 
riers. 

It seems now to have become ap- 
parent even to the stock insurance 
executives themselves that stock in- 
surance cannot compete with mutual 
insurance in “the good old American 
Way’—upon the merits of the two 
systems of indemnification, it must in 
too many cases resort to misrepre- 
sentation, or rate cutting, or both. 
Whatever else this realization may 
do, it has made it fairly clear that 
mutual insurance not only reduces 
the losses and insurance costs of its 
own policyholders; but that it reduces 
the insurance costs of the stock pol- 
icyholder as well. It keeps the gen- 
eral rate level down for all stock 
policyholders ; because of the compe- 
tition which it offers on individual 
risks it enables such risks to secure 
rate concessions from the stock car- 
riers. It is a service of which the 
public becomes daily more and more 
conscious. 
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Publish New Text on 
Standard Fire Policy 


A MOST INFORMATIVE BOOK ON 
THE FIRE POLICY AND FIRE INSUR- 
ance principles has just been pub- 
lished by Insurance Publishers, 136 
South 4th Street, Philadelphia, Penn- 
sylvania. The book, “Principles of 
the New York Standard Fire Insur- 
ance Policy” was written by A. J. 
Goldin of the Philadelphia Bar. 

The author has made an effort to 
avoid the cumbersome language of 
legal decisions and has set forth the 
principles enunciated in understand- 
able language. 

While the New York Standard 
Fire Insurance policy is stressed 
throughout the book, principles have 
been laid down from legal opinions 
construing older forms of fire insur- 
ance policies, which in the opinion of 
the author, will control when the 
same question arises in the courts un- 
der the New York Standard Fire 
Insurance policy. 

The book is expected to prove es- 
pecially helpful to those preparing 
for agent-broker examinations, by 
State Insurance Departments and to 
be of material aid to the fire insur- 
ance fraternity as a whole. 


Fire Insurance Taxes in Ohio 


AN OPINION BY THOMAS J. HER- 
BERT, ATTORNEY GENERAL OF OHIO, 
to John <A. Lloyd, State Super- 
intendent of Insurance, has clarified 
the application of the premium tax, 
fire marshal tax and retaliatory laws 
applicable to foreign insurance com- 
panies admitted to do business in 
Ohio. 

The first and greater part of the 
opinion holds that a foreign fire in- 
surance company should be taxed in 
Ohio under the retaliatory laws only 
when the sum of the Ohio premium 
tax and fire marshal tax is less than 
the sum of similar taxes imposed on 
Ohio fire insurance companies doing 
business in the home state of such 
foreign company, and only to the 
amount by which it is less. The sec- 
ond portion of the opinion limits 
taxable premiums under the fire mar- 
shal tax law to those written for fire 
insurance risks only in cases where 
fire companies write multiple lines, 
some of which are other than fire. 

Although in ordinary usage the fire 
marshal tax would be considered a 
franchise tax assessed for the privi- 
lege of doing business in Ohio, the 
fire marshal tax law is not included 
in the general code title relating to 
taxation. This tax is levied in a dif- 
ferent title to support a specific of- 
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fice doing a specialized work, and is 
not within the meaning of “privi- 
lege tax” as used in the taxation re- 
taliatory provision. Thus, the Ohio 
taxation retaliatory provision has no 
application to an admitted foreign 
fire insurance company unless the 
foreign company home state fran- 
chise taxes, other than the fire mar- 
shal tax, exceed the foreign company 
franchise tax imposed in Ohio. If 
the foreign state fire marshal tax ex- 
ceeds the Ohio fire marshal tax, the 
general retaliatory law governing in- 
surance companies operating in Ohio 
would compel Ohio to collect the 
difference. Thus, the proper ap- 
proach to the tax problem in Ohio is 
to total franchise taxes and fire mar- 
shal taxes to be assessed in Ohio and 
in the foreign states, and use which- 
ever retaliatory law is necessary to 
keep the foreign companies on an 
equal, and not a more or less favor- 
able, tax basis with domestic compa- 
nies. The opinion ably indicates, with 
supporting citations, that in accord- 
ance with state policy to invite—not 
repel or penalize—foreign capital, the 
retaliatory laws should be strictly 
construed only to protect domestic 
companies and not to repel or pen- 
alize foreign or alien companies. 

Strictly construing the fire marshal 
tax act in favor of the tax paying 
companies in relation to the purpose 
for which the taxes collected are to 
be used, the opinion concludes that 
only fire premiums can properly be 
taxed under the fire marshal tax law 
against fire companies writing multi- 
ple lines, some of which are other 
than fire. The tax is imposed on the 
basis of benefit received, and benefit 
is received from the Fire Marshal’s 
office only on the basis of fire in- 
surance premiums written. 
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Warns Against Coercion 
By Lending Agencies 


DIRECTOR OF INSURANCE SHERMAN 
GOODPASTER OF KENTUCKY IN A RUL- 
ing directed to all fire and casualty 
insurance companies doing business 
in the State holds that the practice of 
certain financial institutions in requir- 
ing the giving of insurance as a pre- 
requisite to obtaining a loan is coer- 
cion and a restraint of trade. The 
full text of Director Goodpaster’s 
ruling follows: 

“It has been called to the attention of 
this division that building and loan com- 
panies, banks, and finance companies, hav- 
ing insurance agencies in connection with 
such institutions, have requiring the giv- 
ing of insurance as a prerequisite to ob- 
taining a loan. Such practice is clearly 
a violation of Section 762a-19, Kentucky 
Statutes, which provides that no insur- 





ance companies or any agents, in connec- 
tion with placing or attempting to place 
insurance, shall offer any inducement not 
specified in the policy of insurance. Con- 
versely, such action upon the part of the 
financial institution is coercion and a re- 
straint of trade. 

“Any agent or agency using undue pres- 
sure or influence to secure insurance in 
connection with the granting of a loan 
shall be considered in violation of Ken- 
tucky law and will be cited to appear and 
show cause why all licenses held by such 
agent or agency should not be revoked.” 
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Kentucky Ruling on Agents 
Commission 


ALL FIRE AND CASUALTY INSUR- 
ANCE COMPANIES DOING BUSINESS IN 
Kentucky have been advised as fol- 
lows with respect to agency commis- 
sions in the State by Director of In- 
surance Sherman Goodpaster. 

“This is to advise you that any reduc- 
tion in the percentage of commissions to 
agents and the promulgation of individual 
rates will be considered a violation of our 
Anti-Discriminatory Law unless such re- 
duction in percentage is a uniform and 
established practice of the company and 
definitely prescribed as to stipulated classi- 
fication of risks, whether located in Ken- 
tucky or out of Kentucky. 

“This ruling is supplemental to the rul- 
ing given on August 20, 1940, regarding 
equity ratings and applies to all compa- 
nies whether members of any rating bu- 
reau or not.” 
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Manes Again at Indiana 


THE FOLLOWING ITEM FROM THE 
INDIANA DAILY STUDENT WILL BE 
interesting to the many friends of 
Doctor Alfred Manes who has re- 
turned to the University of Indiana 
after a leave of absence spent in 
traveling far and wide. 

Professor Manes returned to the cam- 
pus this Fall after a year’s leave of ab- 
sence during which he lectured on in- 
surance at the universities of Puerto Rico, 
Havana and Chicago. Invited by Laredo 
Bru, who was president of the Cuban Re- 
public until September, Professor Manes 
also acted as advisor to the Cuban Legis- 
lature. Addresses before the Association 
of Cuban Insurance Companies and the 
University of Havana completed his ac- 
tivities in the Latin-American countries. 

Before going to Cuba, Professor Manes 
delivered lectures at the University of 
Puerto Rico and to the agents of Amer- 
ican insurance companies at the invitation 
of Superintendent of Insurance, H. R. 
Ball. 

In addition to addresses on insurance, 
Professor Manes delivered talks in both 
countries on Pan-Americanism. In regard 
to this question he said, “In my opinion 
Pan-Americanism is by far one of the 
most important problems in regard to the 
future of both Americas. Each North 
American should be able to speak Span- 
ish, and each South American should be 
able to speak English. Then the two 
Americas would understand each other, 
where now very often there is misunder- 
standing.” 
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A dwelling built without a plan 


wre 

j; might wind up without a needed 

*** door or window. Insurance with- 

out a plan is likely to result in unneces- 

sary expense, overlapping or missing 
coverages. 


A Federated-HMC Program Plan serves 
as a blueprint for a sound and econom- 
ical insurance structure. Designed to fit 
your business, it lists the kinds of insur- 
ance which provide the broadest protec- 
tion... analyzes your present insurance 


He Knows What He'll Get 





. - . determines what new kinds of poli- 
cies will give you broader protection at 
no greater cost. 


Your Federated-HMC insurance repre- 
sentative is a skilled insurance architect. 
To get the broadest possible protection 
for your money, ask him to blueprint 
your insurance the next time he calls. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company .... . Stevens Point, Wis. 
Minnesota implement Mutual Fire Insurance Company .... . Owatonna, Minn, 


HARDWARE MUTUAL CASUALTY COMPANY 


Stevens Point, Wisconsin 




















A strong casualty insurance company ad- 
heres tenaciously to sound underwriting 
practices, even in the face of tempting op- 
portunities to roll up a record of premium 
income. 


Lumbermens selects its risks with care and 
makes these good risks still better through 
tested accident prevention programs. It 
makes sure that its policyholders are well 
diversified by line of insurance, classifica- 
tion, and territory, thereby minimizing fluc- 
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tuations in underwriting earnings. 


By placing sound underwriting before high 
sales records, Lumbermens has realized sat- 
isfactory underwriting profit, even during 
depression. It is this profit which has been 
such an important part of the reason why 
Lumbermens has always paid substantial an- 
nual dividends to its policyholders. 


(This is the fifth of a series of advertisements 
«dealing with the question “What Constitutes 
a Strong Casualty Company?” ) 


Lumberme 


CASUALTY COMPANY 


Home Office: Mutual Insurance Building, Chicago 


Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


PHILADELPHIA: 12 South 12th Street 


BOSTON: 260 Tremont Street 


SYRACUSE: Syracuse Building 


LOS ANGELES: Rives-Strong Building SAN FRANCISCO: Russ Building TORONTO: Concourse Building 
ATLANTA: 22 Marietta Street Building 

















